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1 
2 
ROYAL COMMISSION ON THE AUTOMOTIVE INDUSTRY 1960 
3 
4 
Ottawa, Ontario, 
5 26th October, 1960. 
6 


7 ~-ew~Held before Vincent Wheeler Bladen, Commissioner, 
at the Parliament Buildings, Ottawa, Ontario. 


10| PRESENT: 


Economic advisers to the 


Coimission 


a te 


12 Mr. S. Stykolt 
13 Miss’ E. Leiten Secretary of the Comnission 


14 Mir. Ler. Kavanagh Administrative Officer. 
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THE CHAIRMAN: I have agreed to take the 

: submission of the Interprovincial Farm Union Council 

: first. 

4 

5 SUBMISSION OF THE 

INTERPROVINCIAL FARM UNION COUNCIL 
6 
7 Present: . A.P. Gleave, 
Chairman. 

8 

9 MR. GLEAVE: This submission to the Royal 

10 Commission on the Automotive Industry is made by the 

11 Interprovincial Farm Union Council. 

12 We represent 600,000 farm families, voluntary, 
13 direct dues-paying members of the farm unions in the 
| provinces of Ontario, Manitoba, Saskatchewan, 

15 Alberta and British Columbia, and we appreciate -- 

16 I take it you want me to read it. 

17 THE CHAIRMAN: I would prefer you to high- 

18 light it rather than read it. We have studied it, but 
19 I think it is wise for you to talk about its important 
20 points. I think if you would read parts of it, but 

11 assume that we have read it and studied it. 

22 MR. GLEAVE: Generally speaking, I think that 
23 the first thing I would say is that the problems, as 
24 we see them, and which are basically set out on 
25 page 2, are high per-unit costs of production of 
6 an industry in a high-cost economy, and we have just 
27 come to look at the Canadian economy just about that; 
28 and (b) the problem, of course, of a relatively small 
29 market in Canadian cents which doesn't compare with the 
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American market and mass consumption, doesn't have 
the benefits of the mass comsumption of the American 
market either; and, of course, what this Commission 
is concerned about is an aggravation of these 
difficulties by increased pressure of foreign 
competition on our domestic market. As a result, we 
have the opinion expressed that higher protective 
tariffs are required to relieve the pressure of these 
outside imports. 

It is our opktnion that the added tariff 
protection probably won't solve the problems that 
are facing the industry, because it won't cut down the 
cost. It may increase the limited market you have 
to a limited degree, but it won't be sufficient. 
And also, as far as we are concerned at the farm end 
of the deal, overseas trade is extremely important 
to us. For instance, 70 per cent of our 
agriculture, as we point out, goes into domestic 
consumption, but 30 per cent we sell outside of this 
country. Our wheat, from 55 per cent to 71 per 
cent, has to go outside of this country to find a 
market; we have to go to people outside of this 
country to keep a great deal of our agricultural 
industry going, and that is also true of oats, barley, 
rye, flaxseed, and this is a pretty important part 
of our agricultural production. 

We point out that in terms of the total 


national exports agricultural products constituted 


21.4 per cent of the total Canadian export dollar volume 
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value in 1958 ahd 19.1 per cent in 1959. This is 
: just about one-fifth of what is exported out of Canada, 
: and the United Kingdom is one of Canada's top 
‘ customers. Wheat ranks first, and tobacco, if you 
: are farming in Ontario. These are some of the products 
i that have to find their way into the overseas 
market. 
8 
Of course, as farmers we are concerned with 
. and when tnis overseas market is affected, and the 
is taiff restrictions on British imports of automobiles 
- at this time would certainly not stimulate the 
4 ex,ansion of our agricultural exports in that 
| country. This holds true if you look at West 
% Germany, it holds true if you look at Japan, and 
. other countries to a lesser degree. 
i On page 4 we quote from the report of the 
Royal Commission on Canada's Economic Prospects, 
4 and it says in regard to the role of agricultural 
Be exports -- and I will read this because I think it is 
important -- 
21 
‘Part of the explanation of the decline 
" must lie in the relative decrease in 
. world demand for Canada's agricultural 
‘ products, but this has been at least 
os partly offset by the rapid growth in 
ue world demand for industrial materials 
af of mineral and forest origin. There can 
‘ be little doubt, however, that given 


less agricultural protectionism than is 
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: “now rampant in the world, Canada's 

2 exports of agricultural products 

3 would be larger than they have been 

4 in recent years, and orobably the ratio 

: of Canada's over-all exports to national 
output would be larger.’ 

: In other words, we are looking for a werld 
5 in which there is less protection rather than more, 
: and when you get into selling agricultural products 
- in the world markets you are in a very tough 

Ne position; it is a hard competitive market. The 

? Argentines, Australians, Russians offer us just as 
“| tough competition when you get into world markets 
x as you can get. 

- I am not as well acquainted with farm costs 
ag in Ontario as I am with costs in the west, but the 
f capital cost of machinery, farm fuel and repairs 

= and labour would be in that order, and two of those 
items are items that come out of the industrial 

od complex of this country, machinery and cars. Cars 
at and trucks are not a luxury, they are absolutely 

oe essential for the operation of a farm. 

Ze Now, on tariffs, trade and employment, we 
a believe it is a reasonable premise to suggest that 
“ Canada's ability to develop on a sound, economic 

2 basis depends, to a considerable measure, upon her 
e ability to establish herself as a successful trading 
a nation, and this we have been right from the 

29 


beginning of even the settlement of this country. The 
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whole settlement of western Canada -- I shouldn't 
say the west, that is actually the west coast -- 
but the whole settlement of the western region was 
predicated on trade, because the people there were 
not obviously going to consume all the agricultural 
products produced in that region. 

On page 6 you have the table showing the 
balances of volume of trade, the United States, the 
United Kingdom and other countries, and gives you a 
clear picture of what this means in export terms, 

On page 7 we deal to some extent, rather 
sketchily, with the automotive industry itself, and 
the imports of automobiles and parts into Canada in 
1959 from the United Kingdom totalled $100 million. 
Imports from West Germany were $38 million, and 
from France $18,500,000. However, we point out that 
the imports from the United States of automobiles 
and automobile parts totalled $424 million, and 
of this amount the value of Canadian imports of 
United States automobile parts and assemblies alone 
tetalled $334 million. It is with the United States 
that we have an imbalance of trade, not with the 
United Kingdom. We already have an imbalance with 
the United States, and if you do limit volume of 
imports from Great Britain and she continues to buy 
as much from us, our imbalance will not be corrected, 
the basic imbalance will remain. 

In talking to the Canadian Political Scénce 


Association in Toronto on June 3, 1955, Dr. Clarence 
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L. Barber of the University of Manitoba made 
reference to the effects of tariffs to our national 


3 economy. He pointed out that tariffs deny the 


4 consumer access to alternative sources of supply 

5 and foster monopolistic practices. He pointed out 
6 that where monopoly profits exist, the Canadian 

7 manufacturer might be able to survive the loss of 

8 tariff protection and meet the competition of 

9 imports at a lower level of profits; and lowering 
10 of tariffs, he added, might force specialization 

11 on the part of the manufacturer. 

12 We think we might make a suggestion to 

= the industry that it might be possible for this 

if industry to operate within Canada if it were to 

- look at the Canadian market and design itself to 

6 neet the terms and conditions of that market. I 

uy don't know what the rest of the people who use 

Ae trucks want, but as far as I am concerned, as a 

- farmer -- and I always have two or three of them on 
" the farm -- I dnn't care whether you change the 

2 model within 10 years, I don't care particularly 

- what it looks’ Tike. “I’do care whether 10 isan 

as efficient unit to move the grain from point A_ to point/B, 
oe and I do care whether it continues to operate. As 
a to what it looks like, I am not too particular; and 
ie if it could be sold to me for less by reason of not 
2 changing models, I would not want the models changed. 
~ I do believe that if this fact was realized, and if 
29 


it is true of other truck users, I think that possibly 
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1 the Canadian industry may serve this market, 

2 This is a pretty radical change from what we have 

3 been doing, but I don't think we have looked 

E thoroughly enough at this angle of the business, and 
5 the farm market is a considerable one for these 


6 types of vehicles. I suspect the same might be 


7 Drueworicarsy 

8 We would also point out that the very 

9 automobiles on which the recent increases were 

10 decided, put into effect -- that this industry of 
11 German and British cars does create employment in 
12 Canada. It is created even in the small prairie 

tS] cities I come from, creating distributing agencies 
14 and employing great numbers of people in 

15 distributing and selling these automobiles. So 

16 these are some of the opinions we have as farmers. 
17 On page 9 we point out some of the 

18 possbilities of price competition, and we also 

19 quote here at one point the opinion of one of the 
20 United States manufacturers that it might or should 
21 be possible in terms of skill to operate a Canadian 
22 industry on a reasonably efficient basis and sell 
_ to the Canadian consumer, and I suspect that this 
24 could actually be accomplished because of the 
2 opinion that -- if I could find that point here -- 
a yes, Mr. George Romney, President of the American 
al Motors Corporation, testifying before the United 
“3 States Senate Sub-Committee in 1958, stated that 

29 according to studies carried out by his company the 
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optimum output from an automobile assembly line is 
62.5 cars per hour. He said further that the company 
that can build between 180,000 and 220,000 cars a 
year on a one-shift basis can make a very good profit 
and net take a back seat to anyone in the industry 

in production efficiency. He added that when 
productien reached 180,000 to 200,000 cars a year, 
the cost reduction flattens out from a manufacturing 
cost standpoint, and from 360,000 to 400,000 on up 

if is a negligible thing. 

Now, this is -Ghe opinion of, I. think, from 
my understanding, a fairly successful operator in 
the manufacturing automotive industry, and if this is 
so, if you want to keep the Canadian industry going 
and in a healthy position and making jobs for the 
people that are in it and providing good vehicles 
for the people who use them, then it is our opinion 
that a possible answer might be to create Canadian 
industry to do this. 

Perhaps you people think farming is a long 
way from the automotive industry, but it isn't; it 
a8 only a matter of 1,500 miles: When you have 
got the very same problems of cost of production, of 
labour, volume of sales -- we are selling in terms 
of grain about two-thirds, I suppose, of our 
production instead of the total. We have to operate 
on that basis, and we have found that our optimum 
efficiency is not reached at a very small unit, 


but it is reached at a relatively medium-sized unit, 
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1 and when you get over that unit your offerings in 
2 skillare very considerable and you reach a 

3 point where you reach optimum efficiency of 

4 production, and if this is so -- if Mr. Romney 


5 is right -- that would be the objective, but we don't 
6 think this objective has really been tried for in 


7 Canadian industry. 
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1 
2 
You have instead several companies 
° operating a diversity of inodels tied into industry 
; that is controlled in énother country and it is 
p attempting to operate with that, but we don't think, 
; as we say again, that increased tariff protection 
; is going to really solve the problems of these 
; industries. In fact, it may even make it more 
, adifficult to price your product to the ultimate 
- eonsumer in Canada than it already is, and you 
. at some point may create a buyer's resistance; 
a at some point the purchaser just quits buying. 
4 In ennelusion, on page 15 -- and I will 
inuxe this fairly brief -- we would state that we 
believe the decline of the competitive position 
7 >f the Canadian automobile industry on our 
u minestic market cannot be blamed entirely on the 
. effect of imports of foreign automobiles. We 
s believe there are steps that can be taken by the 
i industry in Canada to vastly strengthen its con- 
4 petitive position. In this regard, our reconm- 
3 mendations are as follows: 


There is apparently at present too large 
a diversification in the number of modeis being 
manufactured by the Canadian industry to econoimic- 
ally meet the relatively small demands of the 
Canadian market. This fact suggests a need for the 


manufacture of a distinctively Canadian model of 
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automobile in a low price range that can success-— 
fully compete with foreign imports. Because of high 
costs of design changes spent every year by the 
industry, greater standardization of design should 
be instituted by the industry. 

Close study should be given to the re- 
diction of overhead expenses of the industry as a means 
of providing advantages sun price competition and 
lower consumer prices for automobiles. 

As a further stinulation to the Canadian 
automobile industry, the manufactuw ing of parts 
for assembly in Canada should be considered. 

"f studies reveal that this cannot be undertaken 
economically, bearing in mind the added costs to 
present imports of parts that result from the 
tariff rates applied, consideration should be given 
to the removal of tariffs on imports of U.S. 

parts in order to enhance the competitive position 
of Canadian-manufactured automobiles and the 


lowering of prices to the customer. 

The possibility of re-organization within 
the automobile industry itself should be considered, 
whereby Canadian sanufacturers would produce in 
addition to a distinctive Canadian model auto- 
mopile, a limited nuinber of the wide diversity 


of models of automobiles presently produced in 


Cnited States plants which would be used to supply 


~adetpNe, ngs daekt: tines: ebdiag wal sy mit 
Medi satel =. aeteamt agtetol Av tw yom 


: 
: I ; 

“ \ S83 US TAG ANS IHSgs Aagaeds eytesh, ‘to dining * 

Petrone traleet.o-Asoss thitebasds..«wJeony: Lotevbnii 7~ 


+Urteronl: oft. yd betuslsent. sd° 

Ot oF. -tewmts- af bigoda: thuds sooktS 

BMeyn & ud, YUGSHOM, Shag IO 29angane bestigava- tom isorh: 
’ 

is S98 .aeteigeaneo-selsg ab eegevasvls ya lotyong I< 

| 

| -Uvlidemotie 1 sents  Teaquegso sowel. 


“4 . - sai, Cal ore oF eo on P Ais 
7S 2. hs tet Ses OFS TOce aioe os: Tenses S84 


- ~ Pence : “ 4 & ch eee r € oar. ey: ¥ ig fF Fae hy : at 
7 FROG ID: 1S SSS TB Shes» ap Se upnt elidormosgusg- 
_ 
7 J c a 
: — ee ee by fe: ws fs ~~ oh oe fatetne ch - 
- Vee OOO SO OL PONE BeBMSo Mg TAdebas- 107; 
. OSo Beas. 20 SOARS. Arne: Sans. Lasvert-selbeta I~ 
/Ofiy He (iisteed...¢lisgaeironoca.; 


. i ims Jitpot. ten. oftag- ip-etaocnt -tnseeug-: 


eR dO esJog! ro eo tisat: inalevees ent: od: 


. oA Pattee A al a a. iS ie cals = we 2, tee SG ie 
i 1 ay x WROGE Fold aia senot.: bel loge: sesso; Tilsad: | 
WLI FAM, IVES hs ole: Soneine. na. tobas-ae tenes, | 


oes ~~ st ™~ ~- 


| vw DAS soligerniivg tevidsetugesenetbsaes. to: 
s TSGOCL05 20-00. eshte. 16. seiulkrewok” 
LO Be Agile Sl tooo liolases att 


hoe 


MIOo 20 hp hpets | at aa; 


a t4 
thn 


(rian -olidorodgus srig.: 
SOUS -DiNOW. SIRI Ob isnes aatheasd ydetete,: 
HS > SRR nie Die. avitonsdat 78-08 - obd lbh - 
Cl4VZo shlwveld Ae-qedtie bediwk! s <atteve 

ie a a f RO (aE EAON ngee-"ko alebos jo | : 


Vas 00. S9ai) od ch Earomatioal sedate 643 7 
Esko Ge UIhes) sedate 64; he, 


, 
7 7 _ 


5 ana 


- 262 - 


A) 
ANGUS, STONEHOUSE & Co. LTD 
TORONTO, ONTARIO 
in the United States, Canada 


i> | 
rat 


Lo} 


1 
the needs of customers 
2 
and export markets. 
That no consideration be given to in- 


5 
creasing tariff rates on imports of foreign auto- 


mobiles in the interests of maintaining industries 


5 
6 
now producing goods for Canada's export market. 
t Thank you, sir. 
: THE CHAIRMAN: Thank you, Mr. Gleave. I 
think I should start by saying to you, as I did to 


the representative of the British Columbia Forest 
that this Comsission is not unaware 


11 
Industries, 
of the fact that the automotive industry is a part 


of Canada and that its problems have to be considered 


. in the context of the Canadian economy as a whole. 
i However, it has some special problems and they are 
ks pretty complicated, so I would like to ask you for 
further suggestions, and perhaps we can take up 
what is a fairly non-controversial item so far; 


I have only had difficulty with the Prime Minister 


of. Ontario: on, this so far. 
I take it that your emphasis on the car 


21 
as a necessity would sean that you would support the 


abolition of the excise tax, which is a special 
Well, not. necessarily. 


inpost on the auotmobile? 
MR. GLEAVE: 
essential to the taxation 


26 
for example, it wasn't 
structure, certainly we would; that is, as a lowering 


28 
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in the price of cars. As far as we are concerned, 
it is essential in the farm operation. 

THE CHAIRMAN: The problem here first is 
how you find some other money, that is another 
problem, but the autonobile has been singled out 
for special excise, which is not quite as heavy as 
that on, say, whisky? 

MR. GLEAVE: No. 

THE CHAIRMAN: But it has been argued by 
many parties that this is unreasonable, it is 
discriminatory; it is a luxury tax on a necessity. 
Now, I was wondering whether your argument about 
The necessary character would lead you to give 
support to this proposal. 

MR. GLEAVE: Well yes, I think you would 
want to make sure that the manufacturer didn't 
grab it for himself, but if you could take it out 
and see that the consumer got it, yes, because 
for a large sector of our population it is a 
necessity, and I would agree with you in this point 
or I would accept your suggestion, but I would say 

also you should make sure that the customer gets 
it. 

THE CHAIRMAN: I was told yesterday that 
is what they have done in the previous reductions. 

MR. GLEAVE: Yes. 


THE CHAIRMAN: However, since the unions 
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1 
are well represented this morning should I suggest that 
: perhaps it is not always the manufacturer that grabs 
4 it, anc should we have to be a little anxious that 
8 the unions don't make this the basis for a further 
: advance in wages? 
y MR. GLBEAVE: Well, I think so. As far as 
: we are concerned in our organization we listen to the 
arguments that the unions are responsible for all 
% the jumps, and other arguments that nanagenent and 
os capital is responsible for all the jumps in price, 
o and we suspect that it is probably about evenly 
13 distributed and that rather than instead of blaning 
1A one sector of the industry or another sector, you 
15 have to take a look at the whole thing and see how 
16 you can pull it together. 
7 THE CHAIRMAN: We are not really blaining 
ie here, we are just explaining, and the wheat farmer 
19 tries to get the best price for his wheat. 
20 MR. GLEAVE: Yes. 
21 THE CHAIRMAN: And that is what the manu- 
23 facturers and unions are doing? 
33 MR (GLEBAVE tints « 
oA THE CHAIRMAN: Bub you” ~point is to get 
95 the excise tax off if there is a reasonable basis 
26 for believing that this will break down the price 
27 of automobiles? 
28 MR. GLEAVE: That is right, yes; we go for that. 
29 
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THE CHAIRMAN: Now, you have quoted ny 
colleague in the University of Manitoba, Dr. 
Clarence Barber, and I suppose that really I 
should some day tackle him rather than you, but 
let me ask you about certain problems arising out 
of this. Lowering of tariffs might force 
specialization on the part of manufacturers; of 
course, lowering of tariffs might eliminate the 
manufacturers, which is the other possibilit;. 

MR. GLEAVE: Yes. 

THE CHAIRMAN: Would this worry you, or 
would you say that unless the autonobile industry 
can survive under these conditions it shouldn't 
exist? 

MR. GLEAVE: Well, that is a pretty harsh 
thing to say, because it is our position that we 
are not necessarily saying that the Government should 
abandon the automotive industry and wash it out 
because we ourselves as farmers, and grain growers, 
have gone to the Governnent because we are in a 
tough spot and said that this is too important to 
Canada to wash out, but I don't think that you can 
insulate the industry from the effects of the world 
market, and I don't care whether it is the wheat 

or the automotive industry, it has got to live with 
the facts that exist in the world today. 


THE CHAIRMAN: Suppose it did survive, 
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1 
you say it might force specialization an the part 
3 of the manufacturers, and there is a little feeling 
Fi through the brief that it would survive because 
5 there is some monopoly profits on the whole, 
6 and I would gather fron the brief that you don't 
7 love a monopoly. 
3 Now, suppose I suggested that the special- 
9 ation might well come about through the elimination 
10 of four or five companies and leaving one company 
u in the market which would thereby have considerable 
ry possibilities of reducing cost, but it would be 
1B a monopoly. 
al MR. GLEAVE: Yes. 
15 THE CHAIRMAN: Would this worry you 
Ss na 
7 MR. GLEAVE: I think in that case you 
18 would treat it as a public utility and subject it 
19 to the same regulations and control that @e 
20 imposed on a public utility, and if by doing this 
1 you could achieve the main objective -- which in 
2) our opinionwissthei production of Y¥shdelesy for the 
93 use of the Canadian people at the minimum cost -- 
24 if you could achieve this objective through this 
95 means, then, as I say, you might have to treat it 
6 as a public utility with certain regulatory powers 
7 and control on its profits and its wage scales. I 
28 think -- 
29 
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THE CHAIRMAN: And its wage scales? 

MR. -GLEAVE: Yes, its wage scales. You 
can't control its profits and let the other boys run 
it. 

THE CHALRMAN: Well, to press this a little 
further, you have quoted about the length of pro- 
duction’ when you get up to 180,000 or 200,000. 

Now, this looks like a pretty good production in a 
Canadian arket, and you also talk about re- 
organization of the industry; is your proposal 
really that wecdo re-organize, perhaps set up a 

Crown Corporation and produce cars in competition 
with the industry, or perhaps protect the Crown 
orporation by not encouraging others to produce? 

You are going to have this sample Canadian car, 

and it has to be made in such quantities that it 

is cheap so that you will be able to make 200,000 
of them, or so, but the whole Canadian production 

is not much over that at the moment. What is your 
plan of organization? I can't report to the Govern- 
ment that you should re-organize; I have got to 

say, if it is to re-organize, that it has to be 

en sone Porm. 

MR. GLEAVE: Well, I think it is basically 

that Canadians have the technical lnow-how and the 
capital and the ability to produce vehicles just 


as well as people in Germany or England or the 
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United States; you simply have to get your production 


costs down to the point where you can do this, 


and with all due respect to yourself, Mr. Chairman, 
T-am not going to sit here this morning and 
say how you can re-organize the Canadian automotive 


industry, because this I don't have in my head. 
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THE CHAIRMAN: Phat Lseald rient, bub af 
you come here and suggest it should be re-orcganized 
then I am entitled to ask you for elaberation, 

MR. GLEAVE: I think we have suggested 
that a study be made of the industry with the view -- 

THE CHAIRMAN: I an making this study 
new, and I want hints ef what lines it should take, 
Haye yeu in ind a complete break with the 
present industrial system which relies on conpeting 
industrial firms and private enterprise; are yeu 
looking towards sone public cerporatien? 

MR. GLEAVE: If necessary, yes; we would 
say so. One of our feelings is that the industry 
is so tied to the United States industry that it 
is not possible for it to look at the Canadian 
market as such and gear itself prinarily to this 
market. Our thinking is that decisions are inade 
wlative to the Canadian part of the industry that 

do not necessarily take into consideration the 
facts in the Canadian economy enough, and if it 
could be accomplished by a Canadian utility, or 
eontrols on the industry to get the volume -- 

THECHAIRMAN: There has got to be a 
cheaper car? 

MR. GLEAVE: I think there has. 


THE CHAIRMAN: This surely means that 


we have to have more volune. 
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GLEAVE: 
get this -- 


2 


3 MR. 
THE CHAIRMAN: 


How do we 
by standardizins and saying that the Canadian 


ot 


Yes. 


people shall have a cheap car and they must have 
And if they want > drive 


6 
MR. GLEAVE: 


7 
THE CHAIRMAN: 


a different sort of car they ‘nay not do this because 
Are you 


this would affect the length of run. 
only discipline the industry but 
say: 


going to not 
going to discipline the consuners as well and 
"This is the kind of car you shall have. We, 


the tovernnent, have decided what kind of car 


14 
the people ofCanada should have, and you have got 


is this the line? 
I think you might have to go 


be have it". 
if you want 


17 MR. GLEAVE: 
this far, I think you might -- that is, 
to keep a Canadian industry, which is what I under- 


THE CHAIRMAN: This is essentially what 


stand 
Hitler did when he introduced the Volkswagen? 


21 
Yes, that is essentially 


22 
MR. GLEAVE: 
what he did in that particular instance, and if 


your objective is to keep the jobs for the people 


25 
who have been trained to do this particular kind 
attain that objective you 


of work, and if to 
have to go to this extent, then I think you should 
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THE CHAIRMAN: Now, we have an austerity 
car and it is a Canadian car, but we have also got 
free trade, and free trade offers us fron the 
United States all kinds of varieties of beautiful 
things -- I do not think they are beautiful things, 
necessarily, but the consumers apparently do -- 
and it offers us all the beautiful products of 
Europe and England. What will happen, as a matter 
ef fact, is that your Canadian people will buy 
these diversified things and will leave this 
austerity Canadian car alone. 

MR. GLEAVE: Do you mean leave it alone 
in the showroons? 

THE CHAIRMAN: That is right. You have 
been arguing for free trade and this special car. 
If you have the tariff then I suggest you cannot 
have your one austerity car, ‘nanufactured at the 
rate of 200,000 a year by one producer which is 
epic UPLeLty 

MR. GLEAVE: You would have to maintain, 
possibly, let us say, the present regulations, but 
I think if you offer -- 

THE CHAIRMAN: Do you think the present 
tariff would be enough if, in fact, we were not 
offering in Canada something like the variety we 


now are? 


MR. GLEAVE: I do not think you need the 
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variety you now have. 

THE CHAIRMAN: Why do people buy with such 
variety? I would have thought the real strength 
of the imports was their variety. 

MR. GLEAVE: I am not sure it is. For 
instance, the difference between, let us say, 

a Pontiac and a Chevrolet, to take two models, 

i6 not very great. I ain not sure, but I think 
that people through advertising media are persuaded 
there is a difference; that there is a little 

more prestige in one as against the other, and 
advatanges in one as against the other. You 
would be subject to that advertising whether you 
did anything in Canada or not. 

THE CHAIRMAN: The advertising takes 
place anyway because these cars ove through 
the streets. I look on it as a provocation 
that a consumer should find next door to his hotel 
in the Art Gallery, displayed as a work of art, 

a Peugeot. Even if it is not in the Art Gallery, 
there it is displayed, and to some people it 
appears as a work of art. Even though there 

are no advertisements in the papers, people are 
going to see it and are going to say: "I want 
that rather than the utility austerity Canadian 


'Beaver!", 


MR. GLEAVE: You can call it a ‘Beaver", 
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or anything you like, but I think it has been shown 
already that the Canadian people will buy what 

you wight call an austerity car. You might look 

at some of these iiuported inodels -- you might look 
at the Velkswagen, for example, and you will see 
that it is an austerity car, and the Canadian 
people /areiibuyinga Lot of ‘then, 

THE CHAIRMAN: I an not denying that, 
but they will have to buy 200,000 of them a year. 
They do not buy 200,000 Volkswazgens -- at least, 
not. yet. 

MR. GLEAVE: Not yet, but if you could 
produce a model at a price I think you could sell 
a Lovspiotnen: 

THE CHAIRMAN: Of course you can sell a 
lot of them, but the problem is: Can you sell enough? 
This is my problem, and the difficulty of the whole 
bDhinge., it ide so easy to say that you will sell a 
lot, but you have to sell such a tremendous 
quantity. Let me change the line of the inquiry 
a little. You have suggested: 

"As a further stinulation to the 

Canadian automobile industry, the manu- 
facturing of parts fer essembling in 


Canada should be considered. " 


Well, the parts industry is coming before me 
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2 tomorrow, and I think they will say that the mnanu- 


3 facture of parts is not being considered, and 


4 that a very large number of people are employed in 
5 this industry. 

6 "If studies reveal that this cannot 

7 be undertaken economically, bearing in 

8 inind the added costs to present imports 

9 of parts that result fron the tariff 

10 rates applied, consideration should be 

11 given to the renoval of tariffs on imports 
Va of U.S. parts in order to enhance the 

"| competitive position of Canadian- 

14 manufactured autonobiles and the lowering 
15 of prices to the customer." 

16 

7 Iie 155 e¢ain, one Ol the blocks. 1 
18 suppose it would be relatively easy to pro:uote 
19 the assembly of cars as long as there was free 
20 importation of all parts and components, but 


this is, I would gather, the least important part 


2? of the industry. ;We are not manufacturing a 
93 car when we bring all the pieces together and 

2A finally assemble them. This suggests that you 
25 would be perfectly happy to see a Canadian car 
6 assembled here without reference to where the 

7 pieces came from? 

28 MR. GLEAVE: I think even under the 

29 present tariff protection a great deal of parts 
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and assemblies are being brought in now. 
THE CHAIRMAN: Yes, a great deal, but 


3 
a great deal is also being produced here, and 


certain parties appearing before ‘1e are arcuing 
that more of these should be made here. 
Yes, we would be quite happy 


MR. GLEAVE: 
were made here, but the point is 


8 
if mere of then 
that over this period of time with the tariff in 


effect a great deal of the assemblies and parts 
it. is obvious that the 


10 
11 
are being brought in, 
ie present tariff in effect has not had the result 
that those who set it up hoped for. You should 


at it the other way -- 
You should raise it? 


14 

look 

THE CHAIRMAN: 
16 

MR. GLEAVE: Yes, raise it further yet, 

17 

but if you do apparently your objective then is 
more manufacturing of parts here. if 


18 
to force 
you are going to increase the tariff you are going 
to increase the final cost of the car, and the 

final cost of the car is too high now. 
In other words, you are, 


D2 
THE CHAIRMAN: 
in effect, saying that we are at present protecting 


the parts industry too much? 
The point is this; if you 


24 
25 
MR. GLEAVE: 
26 
want -- 
27 
THE CHAIRMAN: Tf you want a cheap car? 
28 
MR. GLEAVE: Yes, if we want a cheap car 
29 
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one way in which to get it is to let all the parts 
come in. 

THE CHAIRMAN: And all the cars, as a 
matter of fact, too? In other words, we had better 
ust abandon the industry? 

MR. GLEAVE: If you want to leave it 
integrated with the Auerican industry entirely -- 

THE CHAIRMAN: What do you ean by 
"integrated"? 

MR. GLEAVE: If you want to leave it 
dominated by the Anerican industry and as an 
integral part of the American industry, and then 
if you take off the tariff and let all of your 
parts come in, I presume you could get the same 
benefits of price that the Anerican consumer is 
now getting. 

THE CHAIRMAN: But why would the American 
even asseaple here? 

MR. GLEAVE: He might not. 

THE CHAIRMAN: So you are quite prepared 
to see the whole industry abandoned? 

‘MR. G@LEAVE: Not actually, but this is 
one way of doing it. 

THE CHAIRMAN: Sure, we know how to do 
it, but I am asking the Interprovincial Far Union 
Council for suggestions as to how it should be done. 
We should not worry about it, md we should take 


off all the protection -- this is the free trade 
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2iargunent; I am not trying to make a fool of you, 

3\lor anything like that, but I want to make it 

4 perfectly clear whether you are taking the rigid, 
S| brutal free trade line that this industry either 


6 competes or closes up. 


7 MR. GLEAVE: Yes, by either one of two 
8 courses, and get the full advantage of American 


9! »ass production, or else seek another course -- 


10 THE CHAIRMAN: Which weans closing it 
11 | gown? 
12 MR. GLEAVE: --- in which you decide some 


13) cans or measures by which you can m&intain the 

14! canadian industry and get low costs in that. 

15 THE CHAIRMAN: And this means closing it 
16 out to and manufacturing this austerity car and 

17 thus depriving those of us who are anused by 


18 different kinds of cars fron the opportunity of 


19 having this variety, except at some staggering 


expense? 


21 MR. GLEAVE: Yes, I think it is eitheroone 


22 of the two points, as you have indicated. 


os THE CHAIRMAN: You have used the word 


"intecration", I an wondering whether you and I 


ye 2 
5 use it in the same sense. 


ao MR. GLEAVE: It is a bad word. 


a THE CHAIRMAN: No, I do not think it is a 


48 bad word; I think it is a rather good word. What 
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would you think of negotiations that would enable 
us to get the advantage of larger scale production 
by arrangements with the American parents? For 
instance, suppose we said: "We are not so uch 
concerned with the assembly of particular models. 
What we are concerned with is to get a chance 

of manufacturing sone things forctthe Nerth American 
ae at which point the 200,000 runs no longer 
become pipe dreais". Would you feel that this 


line towards cheaper cars for farmers is an 


attractive one that I should explore? 
MR. GLEAVE: What you are saying, if I 


understand you, is that you would say to the 


American industry, or you would say to the industry, 


that you recognize this as a part of the North 
Anerican industrial conuplex, and you would say, 
in effect, that in order to keep it so we want 
a deal from General Motors, Ford, etc., that 
certain operations be carried on in Canada, and 
certain ‘nxodels be produced in Canada? Do he 


understand you correctly? 
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2 THE CHATRMAN: Or even that certain parts 
3|| be made in Canada for inclusion in cars made in 
4| United States and in Mexico, or ... 


5 MR. GLEAVE: This would be a part of it -- 


6] a possible approach, as I understand it. Talking 


7|| to some of the people our trouble is that we are not 


8] seared -- like some of these integrated industries 
9]| we are not geared -- we don't get any of the ad- 
10| vantages of scale. This wnight give us one of the 
11 advantages, and I think if you could get agree- 

12] ment -- if you could get an undertaking -- by 


13 these people that this would be done I think it 


14] would be a most useful approach -- if it can be 
15] done. 
16 THE CHAIRMAN: One of the problems is 


17) a political problem? 


18 MR, GLEAVE: That is right. 
19 THE CHAIRMAN: Are you, or your organization, 
20|| worried about -- and I quote -- "increased dependence 


Zu canethe U.S3"9 


22 MR. GLEAVE: We have no official line on 


23) this: ‘I think our general line is this, that, 


24| marketwise, we cannot live with the United States 


25 alone, because whilc our cattle exports, for example, 
26 are largely to the United States many of our 

27 agricultural exports are to overseas; so we have 

28] to live with the total complex. 
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THE CHAIRMAN: I suggested to Volkswagen 
yesterday that they explore a similar sort of 
deal. 

Ma -GLHAVE: Yes. 

'THE CHAIRMAN: This is not necessarily 
a U.S.-Canada integration I an exploring. 

In your brief you say: "Close study 
Should be given to the reduction of overhead 
expenses of the industry..." What have you 
inimind there? 

MR. GLEAVE: One of the expenses that we 
had in mind was, again, the variety of inodels; 
the cost of advertising and distribution. It 
is in these areas. 

THE CHAIRMAN: Suppcesge the Canadian 
companies didn't advertise. Do you think that 
the imports would not be sold even more success- 
UL Lye 

MR. GLEAVE: Well, they may, or they nay 
not. 1 think there is one thing -- advertising is 
done for two reasons. You have a new product, 
or something that demands development, and you 
want’ to tell the public that you have this wonder- 
ful new development and you want thei to buy it. 
This is the introduction of the idea. Tade* is 
one presentation. The other presentation is to 


convince the public, of course, that you are 
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manufacturing the best of all tractors, or the 
best of all sewing machines and that I should buy 
Model "A" instead of "B", 

I think the first objective has been 
accouplished so far as cars are concerned. You 
don't need to convince people that they need a 
motor car or as to the price at which they can 
buy it; and all you are left with is to convince 
then that the thing you have is the best. We 
suspect that this is being overdone. 

THE CHAIRMAN: When you say "overdone" 
do you think a company would be wise just to cut 
that cost? 

MR. GLEAVE: I think so. 

THE CHAIRMAN: If Ford should decide to 
Grop advertising what would happen to its sales? 

MR. GLEAVE: I don't know how, within 
the linits of our free economy, you can live in the 
ajount of advertising that is ... 

THE CHAIRMAN: But have you a suggestion 
that you can make? Have you a suggestion as to how 
we could possibly linit advertising, and could that 
be in general,, or wouldctl.at apply in particular 

to automobiles? 


MR. GLEAVE: Well, we are only dealing with 


the autonobile industry. 


THE CHAIRMAN: You ade ine deal with wheat 
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2 in the beginning. 

3 MR. GLEAVE: I beg your pardon? 

4 THE CHAIRMAN: You made me think about 
5 wheat for a long time before you got to the auto- 
6 mobile industry and, therefore, I thought of the 


| autouobile industry in the context of the Canadian 


gi economy. 


9 Can we ask for regulations affecting 


10 the advertising industry so long as the toothpaste 


11 companies have their TV shows -- at least I 


12 believe they do have then; I don't know. 
13 MR. GLEAVE: I don't know if you can 


14 within this economy, but we think that liniting 


15 advertising to a percentage of production, or 

16 percentage of overall expenditures, would be a 

17 most useful thing. 

18 THE CHAIRMAN: Just one last question, 
19 and on this I suspect that you may want to give me 
20 a reference or to supply information later. In 
21 page 10 of your brief you have a statement which 
22 mot Oniy L found it difficult to understand, but 


23 which none of the many associates with ise have 


24 been yet able to understand. You may be able to 


Pas) explain it, or I have no doubt you can give us, 
26 or send to us, the reference. 

27 This is the statement, that "... the 

28 lowest priced car of both of these companies have 
29 
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traditionally retailed for several hundred 


dollars ore than the average price quoted..." 
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3 
How the lowest price can be higher by 
$200 than the average is something that is rather 
®) 
hard to understand. I have no doubt it can be 
6 
explained, that there arei‘sone meanings that aren't 
7 
quite clear, but either I would like an explanation 
8 
or I would ask you to let me know. 
9 
It goes on: "Ample evidence has been 
10 
submitted to the U.S. Senate Committee..." 
11 
Do I take it that that statement really 
12 
comes from the Senate Comnittee? 
13 
| MR. GLEAVE: Yes. 
14 
THE CHAIRMAN: So if you would let me have 
15 
the.page reference -- or, if you can explain it now? 
16 
i shall admire you enormously if you are able to. 
17 |) 
MR, GLEAVE: Thank you. Yes, ,we picked 
18 
This out from the U.S. Senate. We will send you ... 
19 
THE CHAIRMAN: What does it mean? 
20 
MA. GLEAVE: I forget the page. 
21 
THE CHAIRMAN: It is page 10 of the brief. 
Z2 
MR. GLEAVE: So far as we have it there, 
23 
the lowést. priced cars of. these companies are 
24 
selling higher than the average price that is 
25 
Shown. 
26 
THE CHAT EY.AM: Well, you think the average 
2i 
price shown is a deception, is it? The lowest price 
28 
29 
30 
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2|| cannot be higher than the average unless one or 

oy souncr is a lie. You are sugzesting that one or 

4] other of these is wrong? 

5 MR. GLEAVE: Yes, that is the suggestion. 
6 THE CHAIRMAN: I think we had better 


7| have the reference. 


8 MR. GLEAVE: Yes. 

9 THE CHAIRMAN: Thank you very much, Mr. 
10/ Gleave. 

11 I suggest that we adjourn now until a 


12 quarter to 11, at which time I shall hear Mr. 
13] Burt on behalf of the United Automobile 


14 Workers. 


~--Recess. 
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1 
2 THE CHAIRMAN: Mr. Burt? 
3 
SUBMISSION OF 
4 UNITED AUTOMOBILE WORKERS (UAW-CLC ) 
5 
PRESENT : 

6 

Mr. George Burt - Canadian Director, UAW 
fi 

Mr. Carrol Coburn < Assistant Director 
8 of Special Projects, 

UAW. 

9 
10 MR. BURT: You already have copies of 
11] our brief, Mr. Chairman, and I don't know whether 


12]| you want us to read the brief? 

13 THE CHAIRMAN: I would rather you 

14 speak to it than read through it. 

ie) MR. BURT: Well, we have already sub- 

16|| mitted a brief -- a meuoranduin -- to the Governnent, 
17 and many of the inatters which we will deal with 

18 in our present submission were submitted in brief 
19] form to the Prine Minister and Cabinet, when we 

20/| made a request that an investigation take place 

21| of the autonobile industry, and our whole purpose 


Ze in appearing before you is for the purpose of 


23 helping this industry to provide more jobs for 
24 automobile workers. 


25 We have a number of very serious problems 


26 among our automobile workers at the present tine, 
27 and one in particular in one large company which 
28 found it necessary to ove from one location to 
29 
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another, where we have a situation that it is 
necessary to have as much as 17 or 18 years! 

serviee with the company to qualify for a job. 

Down through the industry, in varying 
degrees, I might say that this has somewhat been 
relieved now as the industry gets into swing 
on its production of new models, but we find that 
a considerable number of our people are laid off 
even during wnat could be considered the busiest 
season in the industry. We have many thousands 
of our people who are unemployed 

So our purpose is to see if something 
@n be done to create more work, and our suggestions 
are with that view in mind. 

We have also heard from the employers in 
earlier submissions to this hearing and, of 
course, they are interested in -iore sales. Well, 
if you get more sales you get more jobs, and 
that is one place where the employer and the union 
are together, even although there are a nunber 
of areas where they are not so close together. 

Although the volume of car sales was up 
in Canada in 1959 over 1958 -- about 50,000 more -- 
nevertheless, we find that as far as our situation 
is concerned, our share of our domestic uarket 
and our share of the import market has been 


drastically reduced; and the drastic reduction in 
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domestic sales is due a great deal to the importation 
ef automobiles -- foreign imports -- about 30 or 
more percent from Britain and, of course, 
Continental Europe, and about 7 per cent of 
finished automobiles which are imported fro: the 


United States. 


We believe that it may be that the employers 


are making a mistake in the manner in which they 
are fighting those imports, particularly three 

of the companies -- two particularly -- who seein 
to be fighting imports with imports. In other 
words, they have their plants already established 
in European countries. We do not believe that, 
so far as they are concerned, they care too much 
whether they inake a profit on the iaported car 
from Euyvope or wake a profit on the Canadian car 
that is manufactured in Canada, or make a profit 
on the one imported from the United States. We 
think, so far as they are concerned, they would be 
Satisfied to import from Britain if the profits 
were greater, or even as great; and the possibility 
of selling cars in Canada by that method has an 


appeal to the manufacturer. 
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Of course, as a result of that kind of a 
program, we would find, if that increased, more and 
more of our people out of work , and we believe that 
Canada already has a sufficiently large unemployment 
problem; indeed, it is so large now that it is 
receiving special attention from the Government of 
Canada to the extent where a new 25-man committee 
has been established by the government, composed of 
all walks of society in Canada, for the purpose of 
trying to grapple with this problem. The automobite 
industry is one of the greatest of Canada's secondary 
industries, and we believe that if something could 
be done to increase the job opportunities in this 
industry, then it would not only relieve the plight 
of our thousands of unempbyed auto workers, it would 
relieve the unemployment problem of Canada as a whole. 

There are certain things we point out in our 
brief, problems, and we make suggestions as to what 
we think could be done to help solve them. First of 
all, we feel that the pricing policies of the 
companies should be looked into. We have some 
reason to believe that, although Canada had what 
could be termed a fragmentized market, it is divided 
up into many fragments -- they make almost as many 
models of cars as they do in the United States -- 
that as far as the pricing policies are concerned, 
if you strip down a car and take all the taxes off 
the automobile and compare the price of the car in 


Canada as compared to the United States, the differenc 
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is almost the difference in the tariff. In the case 
of the largest big three, the pricing policies they 
have got, we claim, and we have found reason to 
bDelleve, that it is done with the idea of not just 
making a reasonable profit but with the idea of 
making a 20 per cent profit -- they have achieved this 
down through the years -- 20 per cent profit over 
their cost, and that is done on the basis of a 
possibility of 180 days! production in a year. Our 
research department has gone into this matter, and we 
have come to conclusions, and we feel that these 
pricing policies, when they are applied to Canada, 
means the Canadian manufacturer has to achieve the 
same kind of profit margin as they achieve hn the 
United States, generally speaking, and without the 
volume, and we think some investigation should be 
made on these pricing policies to find out whether 
or not there is substance in what we say, whether or 
not this is the proper thing to apply to the 
Canadian industry. 

We have a number of proposals to make, and 
we agree with some of our predecessors who have 
appeared before you that the excise tax should be 
eliminated. That is one area we do agree on, and 
you would be surprised how many areas that we do 
agree. on. As a matter of fact, with all the 
automobile companies we nave successfully come to 
agreement, so we do come to some kind cf understanding 


from time to time. We believe definitely in the 
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elimination of the excise tax, which was promised by 
Prime Minister Diefenbaker prior to his election, 
that he would eliminate it. He has come part of the 
way, and we think it should be eliminated. But we 
also believe it should be passed on to the consumer. 
A suggestion was made by you this morning, sir, that 
maybe the unions would take their share. I can 

tell you now there are a lot of other areas in which 
we can approach these companies without using an 
excise tax. 

THE CHAIRMAN: You don't think it would be 
easier after the excise tax was taken off? 

MR. BURT: Not after the companies take their 
whack of it. But as far as passing on to the consumer 
is concerned, it would have to be very carefully 
done, because it would resemble the fur coat in the 
sale, you would not be able to find it. The increase 
in raw materials, and so on, if it took place, 
could be used for leaving the price where it is. 

In order to discourage the autos being 
made during the war, the government placed a terrific 
excise tax on automobiles, and after the war they 
took it off, but they didn't take it off the profiv 
after the war, and I think that should be looked into. 

Our second proposal -- and I think this so 
far has found favour with you probably -- we should 
encourage the European companies to locate in Canada, 
and we think that the present companies who have 


plants in Europe particularly -- I guess Europe is the 
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only place (Great Britain, of course, is part of it) -- 
they should be able to find it possible to build 

some of their cars in Canada. Take, for example, 
General Motors and Vauxhall. I read in the newspapers 
with a great deal of encouragement that the President 
of General Motors said that it may be somewhat closer 
than you think, because Vauxhall sold 27,000 cars in 
Canada last year, and the Corvairs, which were supposed 
to compete, in some mysterious fashion failed to compete 
in Canada, and the result of that was there were very 
few Corvairs built, although they built a plant for 
the purpose of turning them out. Nevertheless, the 
Corvair didn't go over, and we think that those 

27,000 Vauxhalls, which will probably reach 30,000 
this year, should be made in Canada because they are 
sold here. 

We believe also that Ford Motor Company -- 
they have a number of cars they build in Britain, and 
it seems to us that they could likewise consider 
doing the same thing. 

New, sifethissoccurred, ifpuheucempanies would 
build their carssin.Canada, it. would «reflect:aitselt 
also in increased employment and sales in the parts 
ihdustry, because there are two parts to this parts 
industry; the first one is the manufacture of parts 
that go into the car when it is being built, and 
then there is the after merket, the service parts, 
that represents a tremendous amount of employment for 


the parts industry in this country, and right now there 
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very little of those parts being produced in Canada. 

Werthink =--"and we outidihe tris in our 
brief on page 14 -- that an examination should be 
made of the tariff structure relating to automobiles. 
It hasn't been done in about 25 years, I think, or so, 
and there are a lot of loopholes we find in the 
structure. We had a young university student about 
three or four years ago make a study of the tariff 
Situation as it relates to the automobile and parts 
industry, and he spent all summer and his holidays on 
the thing and he produced quite a document, and one 
of his recommendations was that it was long overdue, 
that the government should take a look at the present 
tariff structure. 

We think that the parts industry should be 
allowed to bid competitively on parts rather than 
the present process of being under control, and 
they are controlled by the major industry as far as 
their bidding is concerned. We think that this 
examination would probably go a long way to correct 
those inequities in the tariff structure. 

I might say that you requested, when you were 
in Windsor, the President, Mr. Kelly, to prepare 
some materials for you on some of the layoffs that 
took place. I would like to submit this material 
to you on behalf of Mr. Kelly after the session here. 
We think the employers ought to produce figures of 
their costs and profits and make those figures 


available, of their costs and their productivity, and 
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in the matter of how their prices are set. They 
do that in the United States, and we don't see why 
the Canadian section, inasmuch as they are now in 
serious difficulty, and they have a responsibility to 
Canada -~- why they shouldn't produce these figures 
for public. iscrutiny. 

I have already spoken about the manner in 
which we say, and with good sound reasons, we think, 
how prices in at least one corporation in the United 
States are set, and we believe others follow suit. 
They really have no relation to what the traffic can 
bear, and it is based on 180 days per year. 

We feel that the Canadian content of cars 
could be raised 75 per cent. We made that proposal 
to the government already from our District Auto 
Workers Council, and we have some reason to believe 
it is possible, although it would take some 
investigation and may have to be done in some 
instances on a gradual basis. 

We have a new company starting to assemble 


automobiles in Brampton, Ontario, the American Motors 


Corporation, and there may have to be some adjustments 


as far as that is concerned. But we feel that for 


the over-all picture the industry could buy more 


in Canada, and if they looked around they could probabl 


buy it just as cheap, that they could increase the 


Canadian content to 75 per cent. 


We share the view of other people who have 


appeared before you in respect to the number of models 
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that are produced. We think there are too many 


1 

9 models, too, and while in some parts of the plant 

3 most of them run over the same line and you get the 

i same time to do them, there is a great variety in 

P prices to the consumer. During the war period people 
6 did do without automobiles, you know, from 1941, when 
, the whole industry geared itself to war production. 

8 They so geared themselves to war production that 

9 many of the parts, of necessity, were interchangeable 
10 between the products of the automobile companies. 

rl Actually the automobile industry in Canada was 

1 responsible as any industry for putting the Eighth 

13 atmy on wheels in Africa. As far as the industry is 
14 concerned, people did without cars, and when you got 
15 your 1946 car, I believe it was -- 1947 -- anyway, I 
16 think you got pretty close to a 1941; the dies were 

7 there, the pattern was there, and the demands were 

18 So terrific that no company wanted to take the time to 
19 build a completely new car. So it was just turned out, 
20 and they turned out a shiny new automsbile and you 

a1 couldn't get enough of them. So it is not true to 

22 say that the industry has to produce a new model every 
3 year, because it does make it more costly. 

24 Now, we understand that this is controlled to 
95 a great extent by the United States, because a great 
%6 deal of the equipment and stampings come from the 
27 United States, and that obviates the necessity for 
28 Canadians to do that; they get them from the United 

29 states for that purpose. 
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I think that down the road somewhere 
maybe Canada should have an all-Canadian car. However, 
we don't think it is possible now to deal with the 
problem before us, and that is more jobs for 
Canadian automobile workers by proposing that a 
100 per cent Canadian car be built now. We don't 
think that is possible, but we think that it is a 
worthy objective, and even Walter Gordon in his 
report predicted that by 1980 the Canadian content 
in automobiles will probably reach 90 per cent, and 
with that objective in mind we think that is quite 
a way down the lines; we don't think it should take 
20 years to do it with the growing population of 
Canada and the money which we have, and we feel that 
Some mentioa should be made in the report whicn you 
are making to the government on the possibility of 
building a 100 per cent Canadian car. 

And then, the last proposal which we have 
is that we are proposing an integration. Maybe that 
is an unfortunate term, I don't know, but I do want 
to make it very clear that this is not a proposal 
for free trade at all, and it seems to us that in 
the press and also even this morning in the discussion 
we heard here there is some indication that we are 
afraid of American control of this industry. Well, 
goodness sakes, the Americans control it now, and it 
is not only the automobile industry they control 
economically, the Americans control a huge section 


of the home appliance industry, for example, That is 
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1 only a few; we could name a number of other 
2 industries that are under American control, and what 


3 we say is that control should be regulated and if 


4 that means a political decision, then we should 

5 recommend that such political decision be made. We 

e don't say it should result in free trade, because 

7 free trade will wipe out the automobile industry, 

8 and this industry was originally built in Canada on 

9 the basis of protection, and it used to have much 

10 more protectien than it has now, and we cannot 

11 dislocate it altogether, all at once. It is necessary 
12 to think of the dislocation that is taking place 

13 now in this industry and to understand what would 


14 happen if suddenly the Government of Canada decided 
15 that we will have free trade between Canada and the 


16 United States in the automobile industry; there 


17 would be no incentive for the manufacturer of cars 
18 in Canada at this time. As production facilities 
19 now are so integrated with the United States, it 
20 would be impossible for us to achieve that at the 
21 present time. What we are saying is that a system 
99 of buying into the Canadian market to increase our 


92 volume should be set up, and then if you had the 


24 Canadian market with controls it would mean that 

25 we would get any benefit from the volume and, mind 

26 you, our researchers don't agree particularly with 

27 the statement of Mr. Romney of Studebaker, we don't 

28 think that he is right about alimited volume -- 

29 although we haven't any figures to present. here -- but 


- i4 7 7 
7 : : *. : ing ‘ke 


ugee 


hens a ae ahi af ~ Ais 
ie nen Bi ie Per 


ne ‘bined i Pitt simi eev ian aaia, 


Jaane ao $H8 , ve bow Sr eae nomtootomy stom 
Pisseshad ot FE soone gn fis Stortegodiea It stesoleth 
Sst WAtHas SL BAe dotseroiald aw To AntAp oF 


iivew Sand Stotershan oF bax ysuaubet etAd ab Won 


BebLsb edad Yo TnomivvSvod sud vinehbue Ll seqged 
| 64 “bae eda neowsdd ShBed vortt svad ELto ov Padt 
) Sarit Sty vbal SFrdoscwws add al setade bedloy 
| etho to tots etiined ead 40t avidnseenl on ed bivaw 

Ws tdtEicd® portoihing GA. -eMld efey Ye abenedont 
| Ph lesdade DSS oA eeiw Deltergetal os e715 Wen 
‘geld da Fede Ss uSitan of ew AOT-sidtecoqul od absiow 


| ‘westave & ‘arty “Sr Wabyke sts enna --omid dreading 

“je Geisiont ot Jeusew oathen=? dnd odat Sriyed Ao 
| . eld “Bid bay” ts asda Bae. cq Jow “sd Givorts eatiov 
| "Yee? aden Ghaow Sl Ge8Adnon GFW. eseten ethane 


“firia: five Saglov- ott tet $1 eta: qe seg. Divo ow 


fotw eltelintived sdtpr Pf dew Sromovgenstt THO, oY 
| Sloed ow vesiceDe te "to paiva AMG tmemeirste- oad 
| (+ Sil Lov Si tkOle ecient at ey dedd xo? 
—— sad’ Jnwe-s1q a2 siege lie Yevemed Aauontin 


gobi) oder! oF Hanh Gb bad  ndtdoutoee te efesd one) 


PReAaepaReeeee 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


nevertheless we feel that a program of this kind 
Should be done by regulation. For example, two 
companies are already making parts for the United 
States, and they must compete or they wouldn't be 
making them. For example, Chrysler have assembled 
motors, and I understand that they are doing it now, 
I don't know, but the Ford Motor Company have made 
parts for the United States, they madepistons, for 
example, and they made many other parts, so it is not 
Something that hasn't been done at all. Our 
proposal is that this be increased. 

We believe that as far as Canada is 
concerned and Canadian industry and Canadian workers 
are concerned, that they have a right to a larger 
share of the work on the Heine misia ares are sold 
in Canada. 

Some time ago we made it very clear to the 
government, when they were thinking of building a 
compact car in Canada -- we were not sure then if 
they were going to build it in Canada -- and we 
couldn't get any satisfaction from the company, they 
claimed they didn't know, and so we asked the 
government to ask them, and it was shortly after 
that that they announced that they were going to 
build it in Canada; the car would be sold in Canada 
and built in Canada. 

Therefore, we want to make it very clear 
that we don't mean free trade as such, and also 


that the industry now is under the complete control of 
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the United States, and that goes from their 

important decisions on how they sell their automobiles 
to the important decisions which they make in 
collective bargaining. 

Inme instance, we quite frequently -- and 
we are glad to do it -- we meet the representatives 
over here from the United States management and 
we think that that is an advantage; if the 
authority is going to come from the United States, 
then we want to meet the top guy and not deal by 
remote control with people that have the say. You 
know, there is an old saying that the people who 
pay the piper call the tune, and this is really true 
in the automobile industry; they are paying the 
piper and they are going to call the tune from 
over there. 

As far as the parts industry is concerned 
they are, I think, in probably an even worse 
position than the major industry is in regard to 
uncertainty of employment. Now, referring to one 
particular plant near St. Catharines, a small parts 
plant, this plant used to have 1,200 people in, it 
and they now have a couple of hundred and they are 

controlled by the Americans, they have been taken 
over by an American corporation, and when they take a 
look at the Canadian market and note the fact that 
there is so much percentage of it which has gone 

for imports from Great Britain and the United States, 


they are in the process of making a decision as to 
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Whether their volume now pays them to even operate 

in Canada, so they may take their small volume that 
they have in Canada and simply transfer it to the 
plant in the United States and ship it over here. 
That iS an example. That story may be repeated in 
dozens and dozens of instances throughout the country 
where the volume has dropped and the small parts 
plant, which is operating only as a subsidiary in 
Canada of an American corporation, is now speculating 
with the idea of going back to the United States or 
moving the stuff back to the United States, and 

this particular plant down near St. Catharines, 

I don't know how many years it has been there, but I 
do know that we have had a collective bargaining 
agreement with the company since 1937, but it has 
been there many, many more years than that and it 

is operated as a parts plant and at one time they 

had other interests as well. 

So that those, Mr. Chairman, are the 
reasons for the problems that we lay before you, 
and those are some of the proposals which we make 
which we think you should look into in trying to 
solve our problems. 

THE CHAIRMAN: Thank you, Mr. Burt. You 
used the phrase that certain things do find favour 
with me. I had to remind people yesterday that my 
views were not really to be discovered by listening 
to my examination; I shall make up my mind later, 


and I probed in order to get views. 
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I think perhaps this might be reiterated 
with regard to one particular item on which I 
probed in each case about the excise tax, and this 
might lead some people to believe that this was 
already a decided recommendation. No such conclusion 
Should be drawn, particubrly after you have given 
Such a splendid argument about the danger and the 
especialiyteoodimeasons forcnot doing its. It.is 
adifficult to make sure that the consumer gets the 
advantage. 

MR. BURT: I think it could be done if the 
government wanted to move on it. 

THE CHAIRMAN: What are the guarantees that 
you had in mind? 

ME. BURT: “Well, they do it, sir, with 
respect to unemployment insurance; they seem to be 
able to hire enough people to investigate every 
Single, solitary beneficiary under the Act to make 
sure that he is not in some manner or shape or form 
cheating on unemployment insurance. I am not sure 
they could do that witn a corporation. 

THE CHAIRMAN: And the unions? 

MR. BURT: And the unions. 

THE CHAIRMAN: Isn't it going to be very 
hard to decide whether they raise the cost or it is 
in fact related or not related to the omission of 
the excise tax; you only know it for six months, 


really? 


MR. BURT: Probably so, but the excise tax 
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te onie Lire, place Soa liuixury tax, and I think 
that the people that have appeared before you have 
intimated that, but I will not suggest that you 
agree to anything now, but as far as the excise tax 
is concerned it could be taken off and even if they 
took it off, then the onus or responsibility before 
the Canadian public would be on the industry to show 
the public that they had reduced their price to the 
extent of the excise tax. 

THE CHAIRMAN: You have spoken a lot about 
the pricing policy, and apparently Canadian firms 
price on some mechanical basis of adding costs, but 
would you think that the availability of imports at 
particular prices has any effect on their pricing 
we Leer? 

MR. BURT: It doesn't seem to have any. 

I would say at this moment, no. I think it should. 

THE CHATRMAN: Don't you think that they 
are anxious to keep their sales? 

MR. BURT: They should be. 

THE CHAIRMAN: Don't you think they are? 

MAY: BURT? £ think they are, but iL don't 
think they are going about it right. 

THE CHAIRMAN: In other words, you could 
make more money for General Motors.. 

MR. BURT: They have to decide between their 


pocket book and their inclination to keep their 


sales, and I would say that if the pocket book is going 


to be swelled at a greater rate with less sales, they 
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1 Will decide on the pocket book. 


2 THE CHAIRMAN: Is it likely they make more 
3 money by selling fewer cars? 

4 Mee BUTS SiGe is Dosaib le. 

5 THE CHAIRMAN: Is it likely? 

6 MR. BURT: It depends on the difference 

7 in the volume and how you assess it. If the 


8 difference in selling cars was 100,000 or 200,000, 


9 and suppose you were an automobile manufacturer and 
10 you decided on price and you said that you could 

11 sell so many at that price and you have to make 

12 these estimates, you will get the price. Of course, 
13 prices can go low during the season, but that is not 


14 a very good way of doing it. Onee they set the 
15 price, generally it stays there because otherwise 


16 you wouldn't buy their products again if you bought 


17 the same model at more money, and all this is a 
18 matter of estimate on the part of the manufacturers. 
19 THE CHAIRMAN: This would mean that the 


20 importers would probably reduce their price by the 


Ot amount of the excise tax to give some assurance to 
22 the domestic producers ... 
DR MR. BURT: Of course, the government has 


24 quite a control on that. 


25 THE CHAIRMAN: No. If the government removed 
26 the excise tax and if the Canadian industry didn't 
27 reduce its price by that amount and the importers 


28 did, I would think that the imports would gain another 


29 few thousand sales, which I would think wouldn't be 
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1 awfully pleasant for the present domestic 

2 manufacturers. 

3 MR. BURTs. We are not... 

4 THE CHAIRMAN: But apparently price 

5 doesn't matter? 

6 MR. BURT: We are not particularly convinced 
7 that Canadians are lowering their standard of 

8 transportation because they want to. We are not 

9 convinced that they think that a little wee four 

10 cylinder car is as comfortable on Canadian roads 

11 and especially travelling for hundreds of miles as 
12 a little bigger automobile at a slightly higher 

13 price. We are also not convinced that the auto- 
14 mobile is not still a yardstick of respectability. 
15 If you have a little one, you are not quite as 

16 responsible as if you have a bigger one. 

17 ' THE CHAIRMAN: I am very pleased to get 
18 this rather different presentation. You see, I 

19 have listened to Mr. Frost and I nave listened to 
20 the importers, and this is the first indication 

21 that I have had that perhaps these imports are 

22 hferior, and that really our Canadian cars are a 

23 good product. This would be your view, that it is 
24 just a matter of pride, and the people don't want a 
25 cheap one. 

26 MR... BURT: This has been our position for 
ey many years and I think it is the position of the 
28 auto workers; we claim that we can build a better 
29 car than they can in the United States. That is 
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to say, the Canadian counterpart of the American 
product is better built in Canada than it is in the 
United States. Now, I am not going to present proof 
to you about that, but we do say our Canadian auto 


workers turn out good cars. 
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1 
2 
THE CHAIRMAN: I an happy to hear you say 
: that. I think we should: look at the "Beaver", 
; We are back to this problen of a Canadian car. 
: MR. BURT: You are talking now about 
: an all-Canadian car? 
: THE CHAIRMAN: Yes, as you do in your 
; brief at one point. 
9 
Mie BURT, Yes. 
10 
THE CHAIRMAN: I have had one confidential 
e brief urging this in wry strong terms. Now, what 
- I want to ask you first is: Why do you want a 
. Canadian_car? Is 10 a problem of national pride, 
ia or do you, like Mr. Gleave, simply want an austerity 
- car for the people of Canada? 
4 MR. BURT: No, we do not believe that is 
- necessary. You could not have that, although the 
i Ford Motor Company sold a lot of cars when Mr. Henry 
Ford said at one tine: "You can have any colour 
= you want as long as it is black". At that time 
people did not have the same selection to pick from, 
2 and they had not gone through the years and years 
me of different colours, models and styles, and so on 
5 and so forth where there has been a selection. 
a I think, probably, the suggestion that was made 
a that if we had one single austerity car nobody 
Ft would buy it anyway, is very true. I think that 
- is a very likely thing to happen. 
29 
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2 THE CHAIRMAN: Well, what is your Canadian 

Oo} car as,distinet from that? 

4 MAR. tBuRe: .l think +therewis. ‘a little bit 

5] of sense in all things. I think right now the companies 
6] are turning out too any cars. They are changing the 

7|| uodels too often. They do not have to do that, 

8] but at the same tine I do think that Canadians 


9]| want a certain amount of selection, and that should 


10] be judged on the basis of what Canadians are going to 
11| buy in the conpetition with imports. 
12 THE CHATRMAN: Can you suggest any way by 


13) which we could induce the producers to produce fewer 


14 models in Canada? 
15 MR. BURT: If the Government of Canada 
16) asked people often enough -- the enployers -- 


17|| generally, for some reason or other, they 
18| do what is wanted. After all, the Governnent has 
19] a certain amount of authority. 


20 THE CHAIRMAN: But, in any case this 100 


per cent Canadian car is, for you, a matter for the 


future? 

MR. BURT: I do not think it would be 
possible right now. 

THE CHAIRMAN: Because of the cost? 

MR. BURT: Yes, because of the cost. We 
have an inmediate problen. We have the problen 


that work should be done on a solution of this during 


the next couple of years, at least. It should start 
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= ROY a 
now, because it is serious, and to contemplate an 
all-Canadian car at this moment as the ultinate -- 
well, let us throw in the briefs, and say: "What 
we need here to meet European competition is a 
single, solitary all-Canadian car”. Why, even 
the production problems of that car would not be 
solved -- I don't know how long. If you are going 
to combine the three companies -- well, we cannot 
even get them together on a grievance, so I do not 
know how you are going to get then together on 
an automobile, You are going to have a job. 
However, the all-Canadian car is a worthy objective, 
not only because of natiomal pride, but because 
to Clininates ali this other sturf. If we can 
do it cheaper, then why cannot we do it here? 

THE CHAIRMAN: if 40 can be done 
cheaper why are we not doing it? 

bike, BURT: Pyes, that 16 1, exserl ya 
it is cheaper why are we not doing it? Of course, 
we have not found out whether it is cheaper or not; 
we do not know. 

THE CHAIRMAN: This assunes that nobody 
would take advantage of the possibility. 

MR, BURT: Well, again, you see, right 
now you have -- 

THE CHAIRMAN: Let wus take one of your 
problems. You referred to the automatic trans- 


mission. My "Beaver" has to have automatic 
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transuission. 


MR. BURT: Yes, we say the automatic 
transmission could be made in Canada. 

THE CHAIRMAN: It could be imade, but at 
what price? 

MR. BURT: I do not know, but we used to 
imake all the other standard transmissions. Why is 
there sonething mysterious about an automatic 
transuission? 

THE CHAIRMAN: I gather it has to be made 
in rather lerger quantities in order to justify the 
tooling. 

MR. BURT: To start off, they do not 
even put them together. They could start off and 
gradually work up to that point, if you want an 
all-Canadian car. Now, that is one of the problens 
you are going to come up against, and not only in 
regard to autoiatic transmissions. YOU" Wi) iid 
iG necessary to tool for 101 different things. 
and it would take months and months. Our proposal 
is that down the road this thing should be explored. 

THE CHAIRMAN: What about the other line 
which I have been exploring, that so many believe 

in -- the various forms of integration? You 
have made a proposal. Yours is one that involves, 
I take it, Pree movement of parts and vehicles 


across the border as long as employuaent is «waintained 
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at current levels in Canada? 

Mn. SURT: Ge say you should Start off 
Wion that. In this general brief we have made the 
proposal which, we say, if put into effect, would 
mean tremendously increased sales to an extent 
where the unemployed auto worker would be abserbded, 
and if that took place -- if we could lower our 
prices so that we) sell more cars in Canada to that 
extent, and these other problems are all hooked 
up -- it would mean all our auto workers would be 
back at work, 

THE CHAIRMAN: I think you have used 
the phrase "‘enploynent should be maintained at 
current levels". Now, this needs interpretation. 
Do you mean at the level it should be, and not 
at the Level it is? 

MR. BURT: Yes, the level it should be; 
not the present level. The present level is a low 
level. 

THE CHAIRMAN: Does it follow fron this 
that you have also in mind not only the suaintenance 
of the aggregate employment but the maintenance 
of enploynent of people in their present jobs? 
Suppose that the fora of integration involved a 
shuffling of jobs; suppose it involved as imany 
people being e:uployed, but not in the same jobs? 


MR. BURT: Do you ean not in the saie 
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g| plant, or a shuffling of the plants? 


3 


THE CHAIRMAN: Either, or both? 

MR. BURT: We would be rather hesitant 
about any <aore dislocation. We have enough 
problems with respect to that now although we realize 
that with our proposal there would probably come 
a certain amount of it. 

MR. COBURN: We have suggested in our 
brief that measures should be taken to protect the 
people whose jobs ay be shuffled as a result of 
this. 

THE CHAIRMAN: I would like to press you 
a little further on that. "Protect then" could 
mean to wake sure that the employnent in those 
jobs is inaintained, but it could inean doing some 
things in the way of compensation and rehabilitation 
and so on. Which of these do you mean? 

Ma, BURT: “The darcer, 

THE CHAIRMAN: In my discussions with the 
UAW some years ago I learned that uobility, which I 
might say was a dirty word to them -- 

MR. BURT: Do you like changing jobs 
from place to place? 

THE CHAIRMAN: I do not think we can 
run a guarantee on the assuaption that nobody is 


ever going to change his job. As technologtes 


change, and as costs change, we are going to have 


to re-shuffle the working force. I wonder how much 
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2 
pesisvance there is to this. 
3: MR. BURT: Maybe we are talking about 
two different things. Are you talking about dis- 
5 location in the sense where a number of people would 
° be unemployed in this area and thatwould double the 
? number of people employed in another area, or do 
S you mean just in the company itself? Lt Loam 
4 an assembler well, now, I have got to learn to be 
ie a welder -- is that what you mean? Which sort of 
it dislocation are you talking about? 
a THE CHAIRMAN: Suppose we went into 
| some form of integration; surely, there would be 
a some parts manufacturers who would then boon and 
od some parts manufacturers who would be badly hit. 
? The aggregate enploynent might very greatly increase, 
ad but there would have eee ae fron trade to 
is trade, and fron employer to employer. I wonder 
a whether this involves worries to you; whether you 
” feel we have got to seek solutions that make such 
# dislocation unnecessary? 
MA. BURT: “That is true. We realize that 


our proposal would cause that, but even now we have 
Similar dislocations. For example, in the largest 
plants a coupany this week can be making, say, 
parts for the United States, as one company has 
done. They can suddenly cease doing it. There 


is no regulation about it. We cannot complain 
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about it. It is not in our agreement. It is 
not collective bargaining. We can only beef about 
Lt « 

Take, for example, one big company which 
in the last 10 years made a certain part, and then 
they said: "This year we are not going to do that 
any ore". I have an instance of that happening 
enly about three or four weeks ago where we were 
getting in ballbearings from the United States -- 
hundreds of thousands of balls for ball races. 

Well, they changed. It is true that another contract 
was Given to another plant in Canada not very far 
away, but nevertheless there was considerable dis-~ 
location in that particular department where they 

had been making bearings for 30 years, and yet 

they suddenly decided not to make them any more. 

We say in our brief that if there is that 
kind of dislocation as a result of our proposal it 
should be controlled. I see nothing wrong with 
that. 


We have another case right now where a 


company builds a plant in another place. Workers 


had cone from one or two centres into a central 


parts plant. This company had supplied work at 
this particular parts plant, and right beside the 
big company. The big company decided they were 


going to do that work in another town. After 


this year's production 
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all of that little plant will be out of work. We 
have no agreement with the company that says that it 
has to hire those people fron the parts plant -~ 
it is an entirely different company -- and put then 
in that other town. They will not agree with that. 
We have approached them, and they say: 'No, we will 
not agree with that". We believe that the problen 
involved in the moving around of plants is a 
serious one. 
Mind you, in Great Britain -- I am sure 

it started with the Labour Governuent, but it is 
being carried on by the present Government -- they 
have some legislation dealing with that kind of 
thing where they not only encourage the employer 

to locate in a place where there are pockets of 
serious unemploynent, but they also use some 
influence in order to direct then in what they 
Should do, and at the sane tine not encroaching 

on those very holy prerogatives of private enters vin 
prise which are somewhat a little bit ragged this 
morning. It seems to me that if Britain can do 
that with a population which is several times as 
sreat as that of Canada then it should present no 
particular problem here in doing it by legislation, 
not only to stop dislocation as a result of our 
integration proposals, but to stop this dis- 


location and uprooting of people's lives by 
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companies in a case where the coupany is not being 
hurt economically. 

THE CHAIRMAN: I an pressing a little be- 
cause I want to make clear which -- it seeus to ne 
there are two lines that have to be sorted out. 

i think I have got .you. identified, ,but I an. not 
quite sure. One group would say that these 
dislocations are so terrible that we must avoid dis- 
location, and the other group would say that we have 
got to have sufficient flexibility to live in a 
competitive world, and there has to be dislocation, 
and that we inust then iake sure that the social 
advantage which results from the dislocation is not 
at the sole, or almost sole, expense of the few 
who are dislocated, and that, therefore, there 
must be some form of coupensation control to 
reduce the impact of that burden on the few who 
are concerned? 

Mie BURT: “Yes. 

THE CHAIRMAN: That is the line that you 
are arguing? 

MR. BURT: That is right. 

THE CHAIRMAN: In other words, you are 
not freezing the employent pattern? 

MR. BURT: No, not particularly. 

THE CHAIRMAN: Have you considered the 


possibility of an integration with a slightly 
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different guarantee, which is the one I have been 
exploring a bit with a nunber of companies, where 
instead of saying that employnent must be uaintained 
we say, rather, that the total value of production 
in Canada must equal the total value of the sales. 
In @ senseyhitmeieveayine:  *Weiwillifovfors100 
per cent centent, but we will count as Canadian 
centent the Canadian wheel on the car that.the 
United States produces for the United States inarket, 
or even for its export markets. We do not mind 
where the Canadian wheel, let us say, arises as 
long as it is a Canadian wheel and we have all our 
share of the continental production”. Have you 


thought at all about that formula? 
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MR, BURT: Yes, we have. That is a very, 


1 

: very worthy objective, and I doubtit is possible of 

. achievement now. But you are talking about a sort 

P of dollar-for-dollar business on sales. We did 

é have that idea. 

P THE CHAIRMAN: How is not possible? 

: MR. BURT: Well, I think it would be all 

; right with us because it would double -~- just about 

: double -- the employment in Canada if that was mt 
into effect. 

10 

i MR.COBURN: If I might add something to that, 

is I think the reason itwould probably be impossible 

‘3 now is that, after all, to be fully effective you 

- would have to have something negotiated between 

i Canada and the United States . 

ie THE CHAIRMAN: No; the proposal I have 

io been examining is one that doesn't require the 

- elimination of the United States tariff. 

* MR. COBURN: The effect, then, is that it 

i may not be sufficiently attractive to the company 

i if they have to produce a substantial volume of 

Cc production in Canada and lift it over this tariff 


barrier in the United States. 
23 THE CHAIRMAN: 
Even although they got free entry of finished 


24 
cars into Canada? 
ZS 
MR. COBURN: Well, I haven't examined the 
26 
idea in detail. It seems to me there is a danger 
27 
that they would not consider it sufficiently attractive 
28 
THE CHAIRMAN: This is what I have got to explore, 
29 
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and various companies are exploring it for me, 

I would be most grateful if your research department 
would make a study of this as to whether they 
consider it possible. I also wonder what your -- 

I call them "parent companies’; can I call it "your 
parent union’? -- what would the U.A.W. in the 
United States think of such a proposal? If it 
doubled employment in Canada they might be rather 
worried, might they not? 

MR. COBURN: “If it’ did “at” the "sacrifice 
of the jobs of American workers certainly the 
American members of our union would be worried about 
that. 

Quite frankly, our first concern has been 
to find a means of expanding employment in Canada 
by making it possible to cut production costs and 
prices by this method of switching back and forth 
across the border rather than just to shift jobs 
from one country to the other, because that is not 
the real solution at all. 

THE CHAIRMAN: This proposal I am now 
talking about would not involve the shifting of 
TODS. 

MR. COBURN: I think it would mean the 
shifting of employment opportunities. 

THE CHAIRMAN: In what sense? 

MR. COBURN: In the sense that a good deal of 
the production that is now done in the United States 


for Canada would be transferred to Cana@i. 
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1 THE CHAIRMAN: A great deal that is now done 
2 in Canada would be transferred to the United States. 
3 MR. COBURN: Yes. I think that there 

4 would be fewer employment opportunities in the 

2 United States if you made a sudden transition to 

6 the dollar basis. 

7 THE CHAIRMAN: This might be 100 per cent; 

8 yet you are prepared to submit 75 per cent with no 

9 such integration possibility. I was wonderng whether 
10 100 per cent wasn't really rather generous and we 

11 Should say 125 per cent. 

12 MR. BURT: We are saying.. 

13 THE CHAIRMAN: At 1980? 

14 MR. BURT: We didn't say 1980. 

15 THE CHAIRMAN: And I regard this formula 

16 as one for action this year. 

17 MR. BURT: I think that American workers 

18 have had Canadian jobs long enough. We sell the 

19 cars in Canada and they have a tremendous advantage. 
20 I checked with President Reuther as to the proposal 
21 on integration. He has to be more or less neutral 
22 on a proposal which would take from one country 

23 and give it to the other. We are not concerned with 
24 taking jobs away from American workers if we can 
25 help it, but the proposals in our brief, if they 
26 could be put into effect, would increase production 
27 and would help our laid-off members. 
28 THE CHAIRMAN: I hope when you do discuss 
29 this with your research department and with Mr. Reuther 
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you will remember that this promises lower-priced 
automobiles in Canada and, therefore, increased sales. 

Mi. BURT?” “Yes. 

THE CHAIRMAN: This has got a lot of very 
exciting features. They may be completely impossible, 
but let us explore them. 

I mustn't keep you much longer, but on 
the tariff on parts, suppose we don't go into 
this integration -- or, perhaps, even if we do -- 
you have urged re-examination of the tariff. I might 
ask if you would let me have a copy of the students! 
study. It might have some useful suggestions for 
me. 

MR. BURT: Sure; I will send you one. 

THE CHAIRMAN: But have you any proposal as 
to the form of the change in the tariff structure? 
For instance, have you views about the present 
"free' or ‘class or kind not made in Canada’? 

Have you views about the possibility of getting all 
parts dutiable and then requiring the companies to 

seek inclusion on the free list of particular items 
from time to time? 

MR. BURT: I think we have. It seems to us 
that there have been things done by the companies 
at the expense of Canada. As to parts not made here - 
which we are perfectly willing and able to do -- 
they can import these duty free. For example, not 

long ago -~ this is about lawnmower motors, which is 


something rather distinct from the automobile industry 
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but it does make my point -- I think there were 
100,000 or more lawnmowers imported into Canada every 
year. There are two companies at least who mainly 
import, and they have an agreement not to manufacture 
in Canada, although from what I hear they claim that 
a lawnmower of this kind of volume could be made in 
Canada almost as cheaply as it can in the United 
States. 

There may be a desire on the part of the 
automobile manufacturers to import rather than make 
in Canada, even although the price is about the same. 
We have heard, without any verification, that even 
if the cost has a penny of a difference they will get 
it made in the United States; but when you multiply 
a penny by production it is a considerable saving. 

We think that the customs regulations are 
complicated -- and I am not an authority on them -- 
but we say that those kind of controls should be 
taken into consideration so far as the "free of 
duty’ imports are concerned. 

THE CHAIRMAN: Well, that is all I want 
from you, Mr. Burt, thank you very much. 

MR. BURT: I want to thank you for the 
hearing and the opportunity to present our views 
here. 

THE CHAIRMAN: I shall probably be seeking 
your views further in private, Mr. Burt. 

MR. BURT: Thank you. 


THE CHAIRMAN: Mr. Brooks, on behalf of 
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“= Tocal 4Ah of the Wit .W. 


SUBMISSION OF LOCAL 444, U.A.W.-AFL-CIO 


Present: Mr. Charles Brooks, 
President, Local 444, 


Mr. John McArthur, 
Political Action Chairman of 
Local 444, 

THE CHAIRMAN: Yes, Mr. Brooks. 

MR. BROOKS: Professor Bladen, I have heard 
your suggestions to the persons making representations 
and I think that, in line with that, we would like 
to make a brief comment on the recommendations which 


we have attached to our brief. We have attached 


seven recommendations. 


{i might say that in the plant in which I 
have been employed for the past 23 years we had a 
peak employment roll in 1955 of 8,800 employees, and 
we now have a peak employment roll of approximately 
3,400; those aren't production employees, of course. 
So, naturally, our concern with the investigation 
into the auto industry prompts us to be here today 
not entirely in a different view from our own 
international union but on certain phases of it, 
and we are certainly opposed to some of the 
recommendations that may be made; and, as yousaid 
at the outset, you want the differences of opinion 
of the various people, of groups of people, throughout 


the country. That is what we propose to try and do. 


I think, first of all,.we have to recognize 
the problem in the automobile industry here in 


Canada and what has brought it about. I think that 


the investments of the American automobile companies in 
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1 the United States have been largely in the United 


2 States and in their European plants and very little, 
3 particularly in the manufacturing aspect, in the 
4 Canadian plants; in fact, I think the figure is close 


5 to $16 billion in new plants and facilities in the 
United States since World War II and $10 billion in 


7 European plants, and nothing of the sort has been 


8 taking place in Canada. 

9 We are asking, in our first recommendation, 
10 that they raise the content of Canadian-made cars 

11 to at least 75 per cent. We think that that can be 
12 done almost immediately in several ways. We feel 


13 that the present loopholes in the law encourage the 


14 automobile companies to discontinue the manufacture 
15 of parts ‘in Canada, particularly as a result of 

16 automation in the United States. Instead of saying 
17 that if a part is not made in Canada it comes in 

18 duty free the legislation should consider whether or 
19 not it’ can be made, and if it can be made then it 

20 should be made here, without raising its tariff or 


1 duty; because I do not feel that any amount of tariff 


22 is going to have the effect of encouraging them to 


23 build a part in Canada simply because of automation, 

24 in which Canada just receives the left-over parts; 

25 where production of the U.S. would warrant these 

26 companies voluntarily making these parts in Canada. 

OH | We have suggested that the government initiate 
28 the establishment of crown companies as a measure 


29 directed towards that goal of producing a 100 per cent 
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all Canadian car. 

I have heard the question that was asked 
of Mr. Burt about what he thinks the Canadian car 
Should be, and we are not talking about a 'Beaver.' 

THE CHAIRMAN: Desire"? 

MR. BROOKS: A rose by any other name 
wouldn't make any difference to us; but when we 
refer to ‘an all-Canadian car" we are referring to 
he eventual content of the Canadian car, whether it 
be Ford, or Chevrolet, or Plymouth, being 100 per cent 
made of Canadian materials and of Canadian labour. 
This is quite feasible. To give you an example -- 
and perhaps you will be asking me some questions on 
these things -- transmissions: This is the type of 
thing that the individual automotive companies won't 
voluntarily invest in, but the government could 
initiate such a company that would produce transmission 
for all of them, in the: form ofa crown company. -— 
put it on its feet -- and then make it available 
to anyone. Private capital won't risk such a venture, 
particularly in view of the fact that it deals with 
the huge automobile firms from the United States. 
We feel that with this kind of program we can make 
the transmissions in Canada. 

I-have just brought along a little example 
of what was done in Polymer, and perhaps I should 
give you this. This shows tires that are made in 
Canada by a crown company -- the Polymer Corporation -- 


selling at less money than the tires made in the United 
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States today in spite of the high volume, you 
might say, or the argument of high volume. 

On the removal of gBhe excise tax, and to 
ensure that this should be passed on to the public, 
everybody is in favour of removing the excise tax, 
I believe. 

THE CHAIRMAN: Except Mr. Frost. He 
wouldn't commit himself. 

MR. BROOKS: J can understand that. He 
might get "defrosted"! From a political poing cr 
view, I mean by that. 

I don't know of any reason why we should 
take the tax off the higher-priced cars, because 
the basic argument is that this excise tax should 
come off those automobiles which are a luxury. 

I feel that the excise should come off cars under 
$3,000 or less. Certainly, the man who drives a 
Cadillac can afford to pay the excise tax. He 


will get it back off his income tax anyway. 


THE CHAIRMAN: Quite a lot of people might 


like to know how. 

MR. BROOKS: There are about 4,050 ways 
which they are more familiar with -~- and they 
hire legal firms to do it -- than I am. 

We make the recommendation that there 
Should be an excess profits tax, or a profits tax 
law in our land that, when automobile companies 
would make public their financial operations, 


particularly in Canada, then the government could 


have 
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a proper view in fixing prices. Prices are determined 
today by what the market will bear, rather than 

many of the other arguments that may be advanced 

as to why they could, or should. They politely tell 
us, 10 collective barcaining, "Go fo co the hot 

place when we want to go into their financial 
records, and they make no bones about telling us 

that they will charge what they want for their 
products. That may be all right for the firm, 

but when it becomesddetrimental to the nation it is 
the government's business to look into it. 

We also recommend that the benefits accruing 

from automation and technological improvements 

Should be passed on and shared by the employees as 
well as the public. One of the things we want to 
ensure, when we talk about making a lower-priced 

ear for the Canadian people -- which we think we can 
do -- is that we should do it without lowering the 
living standards. We think that that has to be 


taken into consideration, also. 
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We refer to the runaway plants you have 
heard about, and we do not have any wage law in 
this country that would discourage this practice 
nor take care of the people. 

Perhaps lastly, and of greatest inportance 
is the fundanental reappraisal by the Canadian 
Governnent of all the basic probleus involved in 
this nation's connection with the United States 
and the freeing of our country from economic and 
political doiination, lessening unemployment and 
ensuring the full freedon of Canada to conduct un- 
hindered trade with all nations. We feel, 
considering this from the auto industry as well as 
other industries, that we are not going to get too 
far down the road in so far as developing this 
country is concerned, and the use of its natural 
resources. 

I don't profess -- I wouldn't dare -- to 
be an expert in economics, particularly with your 
experience, sir, but certainly we cannot ignore the 
experts that we do have. They are pointing out 
the danger, and I aa quite sure you have read Mr. 

Coyne's recent publication in the Financial Post. 

THE CHAIRMAN: Would it shock you to 


know that I haven't? 
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1 ei 
2 
3 MR. BROOKS: Frankly, it wouldn't, professor, 


4/because I laagine that anybody who is assigned the 
5)task that you have is going to have an awful lot of 
6|jhomework to catch up on when he is finished. But 


you do know of other econonists who have done a great 


~y 


8| deal of work in this field, and I an sure you are 


9) quite familiar with them, and particularly with 


10| Mr. Walter L. Gordon, Chairman of the Gordon Co:- 
Piimiseion in 1955. However, it is ore pronounced to- 
12|| day than it has been in the past, and I t-iink it 


13} can be summed up in the tezt of Mr. Coyne's renarks: 


t 
14 
mt. . We ave Now au One nore Of the 

15 

eritical cross-roads in our history, 
16 

perhaps the most critical of all, when 
17 

econoiic developments and pre-occupation 
18 

with economic doctrines of an earlier 
19 

day are pushing us down the road that 
20 

leads to loss of any effective power to 
vA 

be masters in our own household and 
22 


ultiuate absorption in and by another. 
23 
The fact that the modern word for ‘'absérption' 
24 
Ls fintegration' or even ‘econouic 
25 
integration' does not alter the essential 
26 
nature of the result." 
27 


28 tr you haven't a copy of Mr. Coyne's 


29| address, we will give you one, because he goes on to 


30 
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large extent. 


We feel that since the war, ever since 


4 , 
the war, our Governnent has been spending over a 


illion dollars a year in defence of our nation, 

d we are not going to quarrel with the :nerits 
1 GILLS - But we feel that they have the capabilities 
and they can assist the automobile industry in 
Canada in a manner sinilar to which we now put 
machines into plants and supply them with blueprints 
and turn out the products that the Governuent 
requires. We feel that the progran of integration 
at the outset sounds like a logical progran, and I 
have listened to some of your remarks, and I should 
say quite seriously that this ay be a step in the 
right direction, but when you exaaine it iuch 
closer and as close as our economists have, then we 
find that it would fatal to our nation to get into 


tis Kind of a protran. Mr. Coyne says: 


"The process of the growth of foreign 
domination in Canada has gone on for so 
long that perhaps we have become blind 
to it; we either take it for granted or 
we fail to realize what proportions it has 
assuned. No other country would, in 
relation to its own affairs, have regarded 
such econo:iic dependence as desirable. 


And whatever benefits it ay have conferred 
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mek ele ee 


"in the past, the danger now exists that 
it may produce stagnation and a falling 
back in the parade of modern progress for 


Canada and for the people of Canada." 


Now, the Abbott of the Plan, which we 
refer to in our brief, which was put into effect by 
our Government in 1947 and which -- 

THE CHALRMAN: This is the imfamous 
Abbott Plan? I am interested in what it is. 

I have never heard of it. 

MR. BROOKS: It has had an effect on our 
econony to this extent. In Hansard on March Loy 
1948, if you want to look in the reference, you 
may see there the remarks of the Finance Minister 
as to the purpose of this plan, and when we 
started with this plan we were doing about a third 
of our business with the United States -- 

THE CHAIRMAN: What year was this? 

MR. BROOKS: It is March 18, 1948 -- we 
were doing one-third of our business with the United 
States and two-thirds with the rest of the world. 
Since that Plan we are now doing two-thirds with 
the United States and one-third with the rest of the 
world. This is what has happened so long as this 

Plan -- I don't say solely, but since this plan 
has been in effect. 


THE CHAIRMAN: What is the plan? 
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MR. McARTHUR: The Plan that was originally 
in the speech which the Minister of Finance made in 
1947 in which he stated at that.time that there 
was a need for re-evaluation in the economic 
policy; and at that tine he made the request -- 
or the line put forward was to the effect for a 
closer integration of the United States and Canadian 
econonies, and the consequences of that plan -- we 
point out some of the consequences here -- the 
overall consequences are the investment of United 


States capital in Canada and so on. 


THE CHAIRMAN: What regulations resulted? 
There may be such a plan. I an trying to Lind any 
way. have been listening to people and talking 
with people, and for the first tine 1 Find sin my 
documents a reference to the infamous plan, and 
19 4t sgeeus to se to be rather extraordinary that 


I should never have heard of this plan. 


20 

1 MR. BROOKS: Let's say there was a state- 
22 ‘ent of policy, and it was known as the Abbott 

23 Plan. 

24 MR. McARTHUR: It was publicized at that 

25 tine as the Abbott Plan. 

26 MR. BROOKS: T sugeest yourrerer to 

27 Hansard of that date and you will there find the 

28 questions and answers by the Governuent for establishing 


29 such a plan. 
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Once again Mr. Coyne makes reference -- 

THE CHAIRMAN: Does he refer to the 
Abbott Plan? 

MR. BROOKS: He doesn't refer to it as 
the Abbott Plan, he refers to it -- anyway, he 
refers to it in his text as the policies which 
have led us into the particular situation in which 
we now are, and we find Canadian manufacturing 
industry disappearing and Canada shipping raw iaterial 
as its main export and importing finished goods, so 
that the imbalance in trade with the United States 
4s in finished goods, which, of course, is rauch 
greater than what we ship to them. Mite Se crue 
not only of the automobile industry. 

THE CHAIRMAN: Might we have also, by 
such a plan of integration, reduce that imbalance? 
We would be importing finished parts and possibly 
exporting finished cars. 

MR. BROOKS: I was trying to quote an 
example. Unless you wanted to supply the whole 
world with automobile wheels, I don't see how such 
a prograi would be at all feasible for a country 
of our size, supplying the entire American continent. 
They produce approxinately S5uillion automobiles, 
and if we have a wheel factory in Canada trying 


Lo supply wheels == 


THE CHAIRMAN: IT wouldn't suggest we 
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supply all the world's wheels any more than we 
upply all the world's wheat. Woulkan't it ibe 
rather confortable to be producing wheels for 

a North American market rather than a Canadian 
market? Wouldn't this change the degree of 
utilization of the plant in Windsor? 

MR. BROOKS: We would do this only 
at the peril of the economic independence of this 
nation. 

THE CHAIRMAN: There is some bogey -- 

I shouldn't say bogey -- the suggestion is that 

even though we were more prosperous, even though 

we were wealthier as a result ¢f such integration, 
it would be, nevertheless, something to be resisted, 
because we would have sacrificed our independence. 

MR. BROOKS: Sacrificed some independence? 
I think it is in that category today, that the 
economic independence of a country is tied up with 
political independence. 

THE CHAIRMAN: Do you think that a wealthy 
country is more able to take an independent line 
than a poorer country? It has been suggested to 
me in another place that a prosperous Canada is 
more likely to be an independent Canada than a 
poor Canada. 

MR. BROOKS: It is more likely to be an 


independent country, yes; but I am only thinking 
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THE CHAIRMAN: But suppose the weight of 
this prosperity is put into the comnitments to the 
Anerican market, which is the worst threat. 

MR. BROOKS: Frankly, I don't see the 
relationship of a threat other than the fact that 
the naticn is able to stand on its own two feet. 

The integration wouldn't necessarily lower the price 
of an automobile. in fact, if you will examine 
what happened with $500 million-worth of parts 
coming into our nation today, what has happened to 
the price of the automobile? It has gone down. 

THE CHAIRMAN: Couldn't we bring it down 
if we were producing parts in larger quantities? 

MR. BROOKS: This has no effect on the 
Drace. 

THE CHAIRMAN: Cost has no relation to 
price? 

MR. BROOKS: No sir; they charge what the 
market will bear, and this is exemplified in the 
fact that they are getting $50 million-worth of 
parts from the high volume production lines of the 

United States and the price of the car in Canada has 
continued to rise, 

THE CHAIRMAN: But suppose they didn't 
have to put in 60 per cent Canadian content and had 


no varirty 


MR. BROOKS: This would be no assurance to 
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the Canadian people that they would get a cheaper 
car. 
THE CHAIRMAN: You amaze me. 
MR. BROOKS: Well, I feel that I am going 
by experience. 
THE CHAIRMAN: I have taken notice of 
this. 
MR. BROOKS: I will give you an example. 
I believe in 1958 the Ford Motor Company of Canada, 
whieh has now been taken over by the Ford Motor 
Company of the United States recently -- 
THE CHAIRMAN: Taken over by? 
MR. BROOKS: Well, the American parent firn 
bought out a majority of the stock. 
THE CHAIRMAN: That is different fron 
taking over. 
MR BROOKS: oYes. Perhaps I put that in 
strong terms, but I should say they bought out a 
controlling interest of the stock. And now, that 
firm published a Canadian statement and it showed 
that in 1958 -- and this is on 16 per cent less 
sales -- that they inade 20 per cent more profit. 
And now, those figures are frou waenory, but they 
can be found in the financial statement of the 
Ford Motor Company, and it could be that it was 
20 per cent less sales and 16 per cent ore profit, 


but nevertheless at that time the U.A.W. was asking 


ascii a din Stair vat dna aoa alent 
pe ut 09 & tiie 
" |, Or eal. 0ert MATAS. set 
gotsh, be T shld 6554 L iow — <eaCone van 
«ents liogxe. ¥ Si 
. So oetvor acid sven tT AR TAS Ser 


Ps | 
| anda 
Jelatbke ae nee veh EDR te senOona JAM e 
. -ABRAED lo yaane? save APT eft SACL ere | | 
Hotton ‘bxc!-arle" ye evo meted nbed won) sed. socniw a 
P. ~+ yittevor-pajad2 bedial eit to gasqade e 


‘Oe vo ciexksT 2MAMATAHD FHT - 


net: tresey néeryéen ofd  iiey <PHOORT cam & 
x98 393 Yo “oltolat B.\su6 digved e 

hort DSdS7k ot JA? SWARITANOD De? 

‘4 ptevo “yriiieds 

mt sett duet sees? .se¥ +BROORT AM | Bs 


a WHS tdjwot yet yaa Aiveta I ged .oeved atoude a 7 


test woh -BoA aloote acd 40° sHeesduk ani flouinee 

| Hovorns-v02 “bas dienatededechans) « hadetidug emt 
| esa. diso'"“eg GL no 6] efd? Bap -- Be0l ak gadd 
> babad ator! aso sq OS shat ght: Gadd «<~ 2eisé 
veut “Sud .ydnoe) not sue ese) sande . wor bad. 
emt 10 Jnerevete Lekengsati off ab bawol.o¢ nse 

| upw ¢t 2ads of Fitteoe oP Bae «mace <630M Bsot 
.Tito1q vio gogo wy Of Dae BeEea aeel toe0 sag of: 


giblas sw Jv. ADYaitd set3 S6RS Ye ape fede even aaa 


. 
7 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ei 3) 5 al 


1 

2 

3 or a $100 price reduction both in the United States 
apne Canada, and the corporations politely told us 


pets to go. We couldn't negotiate a price 


wm 


reduction for the people no matter what our proposal 


~ 


mas, and basically the philosophy of the corporation 


is that they will charge what the market will 


8 

gPeer- 

10 THE CHAIRMAN: You are @gin' integration, 
A coc you want a cheaper car and you want innediately 
Pas per cent Canadian content? 

13 MR «BROOKS s pies: 

‘ al THE CHAIRMAN: Do you really think we 

15 an increase the Canadian content immediately and 
16 Still have a cheaper car? 

17 MR. BROOKS: Yes. 

18 THE CHAIRMAN: How? 

19 MR. BROOKS: By merely giving the work to 


20)the parts suppliers that now exist in Canada, by 


7 it to those people, because it is a fact 


that those people have been producing parts for the 


22 

3 automobiles, and you take the motor products -- 
24 THE CHAIRMAN: At a price. 

5 MR.. BROOKS: Yes, at a price. Now, the 


motor products plant went out of business and there 


were 1,400 people on the street. This was a 
subsidiary plant from the United States that also 


osed, and Canadian and British capital tried to 
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3resurrect this plant but they couldn't do it on 


4 


2 


6 


heir own, so that if the Government here had helped 
hat plant to establish itself it could produce 


he parts for the Canadian automobile industry, and 


say just as reasonably and just es cheaply. 
THE CHAIRMAN: it it could ao .10 as 
eaply, why isn't somebody doing +t? “it is assumed 


that somehow people can produce things cheaply, 


but they don't. There are a lot of active business- 
nen looking for profit, but do you not really ean 
that people can make these things and ought to be 
allowed to make the things and if necessary they 
should be given such protection that they Will’ be 
able to, or give them a subsidy in order that they 
will be able to? 


MR. BROOKS: No sir. Let me give you 


another example. The Massey Harris firm is a 
Canadian firm that has integrated its production with 
a United States firm, and at the time that it in- 
tegrated its production it laid off approximately 
2,500 workers in its Racine plant. Now, Canadian 
integration by American firms would have the reverse 
effect. 

What happened to the agricultural inplement 
industry in Canada? Isn't it a fact that the 
Government now has a Royal Commission investigating 


the prices in the agriculture implement industry in 
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Canada, and here is an integrated industry. 


THE CHAIRMAN: Not that I know of. 

MR. BROOKS: Well, I an told that there 
4s such a Odmaission now being conducted into the 
prices, and this is an integrated industry and it is 
a Canadian firn.. 

THE CHAIRMAN: It is not based on the forn 
of integration that we have been discussing. It 
is simply not based on free trade between the two 
countries. 

MR. BROOKS: But they integrated -- 

THE CHAIRMAN: Of course they would. 

MR. BROOKS: Merely on not having any 
tariff walls and they brought the industry to 
Toronto and left the tractor industry in Wisconsin, 
and we now have an investigation into the price 
of these products. 

THE CHAIRMAN: Not by a Royal Coimnission. 

MR. BROOKS: I may be wrong, and I stand 
@errected. That was uy infornation. 

THE CHAIRMAN: I think it is a House of 
Gomnons comnittee, but in any case we are discussing 
entirely two different things; the proposal made 
by the other part of the U.A.W., and the proposal 
which I was discussing before which involves an 

integration on the basis of guarantees as to the 


distribution of jobs as between the two countries 
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which did not exist. 

MR, BROOKS: If we can put these guarantees 
into effect and get industry to go along with us, 
certainly then the Government can set up an inde- 
pendent industry in this country in the same kind 
of situation, 

THE CHAIRMAN: The Government can? 

MR, BROOKS: We have no illusions that 
we will convince the Conservative portion of Canada 
that they should go into any program of national- 
ization. 

THE CHAIRMAN: That shows a sense of 


realism! 


MR. BROOKS: But we do feel that the 
Governinent -- 
THE CHAIRMAN: You are taking ne right 
away from the question which I am asking you. We 
were discussing integration and you were telling tne 
about the Massey-Ferguson case, which led to all 
sorts of dreadful things, and I asked you to discuss 
the matter of guarantees and the matter of a Crown 
corporation, What is the relevance of that? 
Why not consider what would happen within a Crown 
corporation. Are you concerned about this inte- 
gration because of the nationalization. Do you 
believe it is possible that there would be no 


economies or bargaining to weaken it, or do you 
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say yes, we go along with adequate guarantees. 

MR. BROOKS: «© I wouldn't be prepared to 
go into a poker game with $5 if the other guy had 
$50,000. 

THE CHAIRMAN: S90, you wouldn't go into 
it under any conditions? 

MR. BROOKS: I submit that we are now 
integrated and have been for a long time. 

THE CHAIRMAN: That is not the question; 
the question is whether any change in these relation- 
ships which would lead to production sharing so that 
instead of us trying to do the whole thing in 
Canada, we would try to do part of it for the whole 
continent, and that this is something which you 
can't contemplate with equaninity. 

MR. BROOKS: We can't; it is impossible. 
Now, take the Cuban situation -- 

THE CHAIRMAN: I don't want to take 
the Cuban situation. I hope we are not going to get 


into quite such a condition. 


MR. BROOKS: These things are inseparable. 
THE CHAIRMAN: How do you relate it to the 
Cuban situation? 
MR. BROOKS: I will give you an example. 
THE CHAIRMAN: Are you afraid of the 
United States confiscating the Canadian plants in the 


United States or of confiscating Anerican plants in 
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Canada? 


MR, BROOKS: None whktsoever 


THE CHAIRMAN: Let us forget about Cuba 


for a moment. 


MR. BROOKS: If you are going to consider 
the question of integration in all of its ramifications, 
I don't think we can ignore the fact that we have 
peen fer many years vetoed in this country because 


of the domination of American plants, American firms. 


Now, the most recent gituation which I 
referred to is in the sugar country down South -- 


I won't mention any names -- and here again the 


Canadian Government has said, wie will supply you" 


and the Government also said, "we will not look 


kindly upon this". Now, the Chrysler Corporation 


said 10 years ago, "We will sell our commodity to 


any country in the world, but we haven't done it.” 


If you get into a program of integration and you 
gacrifice the independence that you would have in 
your own automobile industry which could increase 


the volume -- because our country isn't always 


going to stay in a stage of 18 willion people —— 
then we have to start to expand our own industry 


without regard to sharing production with the North 


American continent. 
THE CHAIRMAN: You want a Crown cor- 


poration not only to ake the car called "Desire", 
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I take it, but also to make automobile transinissiors. 
Tet us take the automobile transmissions bigs Mad ch Fe 

Will it make one transmission and require all 
Canadian-made cars to use it? 

MR, BROOKS! Not necessarily. 

THE CHAIRMAN: It will make several? 

MR. BROOKS: This way not be an engineering 
possibility, but again it «ay. Tf you bought parts 
areund the country you would find very little 
difference in price for the various autonobiles, 
or with slight deviation. It is quite possible 
this could be done. 

THE CHAIRMAN: It is one automobile 
transinission for all of us, or it is several. Now, 
if it is one, you impose some serious problems, 1 
understand, on engine design, And sovony Dube 
you have several you break down the volume. Now, 

suppose one is adequate; is there any reason to 
believe that even the Canadian iarket for one 
single transmission and on which we would have to 
pay enormously high tariff, would stop the others 
coming in? 

MR. BROOKS: No tariffs at all. 

THR CHAIRMAN: Why would that -- 

MR, BROOKS: Just don't let them in. 


THE CHAIRMAN: Give them a 100 per cent 
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MR: BROOKS: Yes, a 100 per cent tariff. 
Mexico has done it, Brazil, Australia and Venezuela 
have done it. We could name you hundreds of 
countries where they are doing it. 
THE CHAIRMAN: JI know you can. 
MR, BROOKS: The tariff only rates the 
comuodity to the public, and we are opposed to that. 
THE CHAIRMAN: Don't you realize that 
keeping the cheap thing out is what raises the 
price to the public, and you are going to keep the 
cheap transmission out and then you will have one 
made at an enormous cost in a Crown corporation. 
MR BROOKS: Weld, th don't think mi .-- 
THE CHAIRMAN: How will that give ny 
farner friend a cheap car to drive on the Prairie? 
MR. BROOKS: I will give you an example 
with the tires; I know of no reason why the same 
thing wouldn't work with transmissions, and don't 
overlook the fact that the people who would be 
employed in the industry would be paying taxes to 
the Governuent instead of the other people paying 
taxes to keep a half a million of then unemployed. 
THE CHAIRMAN: I have been making 
some examination of your rubber case; I haven't 
got a rubber expert with me and I don't think that 
we will go into the detail on this. I will deal 


with thatcat home, All I-ean) say, isethat,it is 
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not really quite as convincing as you made 
it sound. 
MR, BROOKS: Within 50 dents. 
THE CHAIRMAN: It is entirely different. 
It is an irrelevant problen. 
MR, BROOKS: Well, I an not here to 
quarrel with you; I am here to try to help you 
as much as I can, 
THE CHAIRMAN: The Polymer content of it 
is about 15 per cent. 
MR}: BROOKS:** 15 per cent. 
THE CHATRMAN: May I read you this state- 
ment, "These tires are produced for Canada Tire, 
a private company, by one of the existing tire 
manufacturers, also a private company, out of 
materials of which synthetic rubber is only one, 
accounting at least for 15 per cent of the total 
tire cost. Synthetic rubber is made by Polymer 
MR. BROOKS: Isn't that exactly what 
we are suggesting to you, professor? We suggest 
in our brief to you that we are not asking the 
Government to set up a Crown company that is going 
to continue forever to produce transmissions, 
put it is going to be sure the capital of this 
country that in setting up such a company the 
stock will be sold to Canadian citizens. 


THE CHAIRMAN: I think you are the best 
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2 

3 friend the pedestrian ever had. You are going to 

4 ake it possible for me to cross the street in 

5 comfort because you will have sade cars so dear 

6 that at leastthe population of cars will be reduced. 
7| However, let us go on to something else. You argue 
g| not only the removal of the excise tax except on 

g| cars over $3,000, and I ain interested in this 

10 suggestion, and it even occurred to me that we 

11 might relate it not to the value but to the width 
12 and length, and I was hoping that I could get Mr. 
13 Frost to agree with the removal of the excise tax 
14 4f the cars were less than such and such a width, 
15| and I had in mind a car called "Desire' with these 


16|| Particular specifications. 


However, let us go on to the other thing. 


17 

18 The sales tax is imposed on not just cars, , but 

19) on all commodities. Are you going to recommend that 
20 all sales tax be eliminated or that the automobile 


91|| be relieved of sales tax? 


MR. BROOKS: Well, what we were suggesting 


22 

23 or could suggest in the removal of that is that 

24 our Governuent has got to have imoney to operate and 

25 we just can't keep on taking all of the taxes off 

26 of our commodities, but they can be transferred 

27 to a proper field and certainly the excise tax and 

28 sales tax could be shifted to one of the raw aterials 
29 leaving the country, along with the profits that are 
30 
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nade by the fimas that are owned outside of this 


country and I think that the tax should be lifted 


from the burden of the buying’ public in’ Canada. if 


you take it off one pla 


ce you have to put it some- 


place else, and I think that it is on in the wrong 


place. 


THE CHAIRMAN: 


is this a proposal for 


the removal of the sales tax or the sales tax on 


automobiles? 
MR. BROOKS: 
with the automobile. 


THE CHAIRMAN: 


No, we are dealing only 


You think it is not only 


a case for removing a discriminatory tax on a 


tusury jcalthough™.t -is 


necessary to leave it on 


if the car is over $3,000, but also removing the 


sales tax and which nevertheless could apply on, 


let us say, a washing machine? 


MR. BROOKS: 


Is there a sales tax on 


homes? Maybe you can help me. 


THE CHATRMAN: On most of the pieces 


going into them. 
MR. BROOKS: 
LESeLLy 


THE CHAIRMAN 


No, but not on the home 


Not by the time it has 


° 
. 


got to that point, there is not, but are there not 


parts going into the automobile? 


MR.rHvOOKS: 


I am not quite sure. 
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THE CHAIRMAN: You have it at one point 
or the other; if you take it off the automobile 


you want to take it off the washing machine? 
MRi BROOKS: If we recognize that the 
automobile is that kind of a necessity. 

THE CHAIRMAN: But we don't need to wash 
our clothes, we don't need to save our wives the 
burden of washing without a washing machine. 


charge 11 per cent, and the man who wants to 
tite ei tiavcuic Tor ime 


11 
around in cars and make 
tax, 


12 
doesn't have to pay a sales 


a most extraordinary proposal. 
I an not suggesting we will 


14 
MR, BROOKS: 
take them off, but in the instance of automobiles 


I submit that it naturally would follow that the 


washing machine people would want them off also. 


THE CHATRMAN: 


19 
for all sales tax? 


20 
1 MR. BROOKS: 
2 that isumhatit 1s. 
73 THE CHAIRMAN: What about the 
7A excess profits tax; is this to be that or a tax 
25 purely on automobile corporations? 
6 MR. BROOKS: We think a fair profits tax 
7 should be levied on anything -- 
28 THE CHAIRMAN: 
29 proposal, not an automobile one? 


We 


drive 


and L-phink- 2626 


It. is really a proposal 


It would naturally follow 


This is a general financial 
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MR. BROOKS: No, you can't separate them. 

THE CHAIRMAN: When you come to the benefits 
which eecrue from automation, I don't think that 
you are taking credit for what you have done. 

Surely the activity of the union has ensured that 
the benefits of automation have resulted in higher 
wages. Are you not now selling it down the river? 

MR. BROOKS: You asked me this question, 
whether we could take care of it to a certain 
degree. 

THE CHAIRMAN: I think you have done very 
well. 

MR. BROOKS: But we have been advised by 
the Prine Minister of this country, he told cur 
convention to go slow, that is what he told us to 
do, in our negotiations with the firn, and he most 
recently told us when we presented our brief that 
labour had to be considered in the demands that it 
was making upon the industry because that would be 
ultimately passed on to the consuner, and certainly 
we can take care of this aspect. 

THE CHAIRMAN: That is my whole point; 

I would say that you have already ‘ore than taken 
care of it, and that is Mr. Diefenbaker's worry. 

MR. BROOKS: Well, we submit that in tre 

last 10 years our wage increases have been based 


on increased productivity andimproved factor, 
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as they are known. 

THE CHAIRMAN: These improved factors 
were arranged before the improvement was known on 
the assumption that it would take place. Now, 
gome of our worry is that it hasn't been taking 
place at the rate required by your contracts. 

MR. BROOKS: Thissis one ol cvheyreasons 
why we ask that the financial operations of the 
firms be made public, because when the firms work 
on this principle, which they have done, there is no 
way to transfer this increase to the public, 
because if they give us 6 cents it is going to be 
12, and it shouldn't be transferred on to the 
public, and yet the wage increases have been used 
for excuses conveniently, let us say, at times 
to raise the price of their product, and here we 
will be into a 6-cent improvement factor this year 

and there will be no increase in the price of the 
product. 

THE CHAIRMAN: Finally, the question of 
the run-away plants, and I will try on you the 
question I was trying on Mr. Burt; is this a plea 
for freezing the present structure or is Liwarphea 
for saying where there is flexibility there must 
be responsibility for compensation, rehabilitation, 


or what not? 


MR. BROOKS: There are two phases of it. 
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IT don't think it should be frozen simply because it 
16 ,chnere, <sndAiteis=novt properiroreit co “berthere 
any longer, but I do feel they shouldn't have any 
encouragement to run way simply because they can &° 
some place and employ people for a third of the 
wages that they are presently paying them and set 

up an organization in that way. The mininum wage 
law would discourage this aspect of it, but we know 
of no plantitmt ig moving simply because of its 
relationship with this working force on the basis 

of labour costs and all the rest of it. ane 

Ford plant is a good example, they moved to Oakville, 
but there was no provision made to take care of 

the citizens of this country and we think there 
should have been. They must do this in conjunction 
with the.‘'Governnent with respect to the welfare 

of the people in the community. 

THE CHAIRMAN: I think you have answered 
my question, and I want to inake sure. You don't, 
in other words, require legislation to stop the 
Ford Company, but you want legislation that somehow 
or other guarantees if it is to the advantage of 
the Ford Company and this imposes a severe burden 
on certain people or certain sections of the 
community, that there ust be some way of compen- 


sating and relieving this burden? 


MR. BROOKS: Well, for instance, take the 
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3] oakville move of Ford's; it dislocated, perhaps, 
415,000 or 6,000 people. Did it make the car any 


5|| cheaper for the Canadian people or did it tnake more 


an 


money for the firm? That is what the Government 


would have to consider. If a community is going to 


~J 


8i be left flat because a company finds that it is 


9] snaking a greater return on its money in another 
10| area, they would have to justify that, maybe, first 
11] of all, and secondly, if it was agreed to, then 


12| they would have to take care of the people. 


13 THE CHAIRMAN: They would have to take 


14 eare of --? 
15 MR. BROOKS: The company. 
16 THE CHAIRMAN: Well, you see, this is 


17) what really concerns ime, because 7 think these exe 


18] social obligations rather than company obligations. 


19 If you are going to say there shall be legislation 


20 that shall impose these burdens on a company, 


21 then very soon, I think, many of these companies 


22 will not bother to produce here. 
23 MR. BROOKS: I was listening to your threat 


24 that the companies right not want to produce here. 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


THE CHAIRMAN: Then you will produce the 
car they desire. At what price? 

MR. BROOKS: You know as well as I do that 
30,000 Canadians left Canada last year, and we have 
now approximately 3 million of them living in the 
United States, and these are skilled people that have 
left this nation simply because opportunity has not 
been there for them. We cannot ignore that fact, 
and so we are suggesting that if there was ever the 
threat they were going to pull out of Canada that 
the Canadian people, just like Sweden with 7 million 
people and just like Australia, where they make 
their own cars because of legislation, are quite 
capable of doing the same thing. We, in Canada, have 
the most natural resources of any country in the 
world, and no one can tell us we cannot make a 
car at a price that will compete with anybody else. 
We are doing it. 

THE CHAIRMAN: Like Australia? Do you 
know what the price of a car is in Australia? I am 
told that a Ford costs $5,000. 

WA BROOKS: ~ Yes. 

THE CHAIRMAN: Well, thank heaven I do not 
live in Australia. 

MR. BROOKS: But in Australia you have nobody 
unemployed. You have more employment, and the 
per capita number of people driving automobiles is 
higher there than in Canada. 


THE CHAIRMAN: If you say it is so important t 
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have a Canadian car, and so important to keep 
certain people employed that we will do & at any 
cost, then I will accept it, but I start asking 
what the cost is. 

MR. BROOKS: Now, I am not saying that at 
ales 

THE CHAIRMAN: You are minimizing the cost. 
You have not really faced up to what the cost of 
this all Canadian car would be. 

MR. BROOKS: You see, if we related to you 
the changes and the characteristics of the automobile 
industry today you would not find that the prospect 
of building anv all Canadian car’ is nearly so far 
removed as it was ten years ago when we had heavy 
steel frames and many other techniques of production 
which are sae into effect. The characteristic 
of building an automobile today has changed. We 
have the engineers; we have the tool makers. We 
trained them in a plant that closed down. We made 
our own dies and tools, and we trained our own 
apprentices, but that plant has disappeared merely 
because a plant closed in the United states. ~Tais 
would have the same effect if we were to tie 
ourselves in with the production of the firms on the 
other side. 

THE CHAIRMAN: I have been told about volume 
runs. Te: 1,28. al matten.of fact, perfectly simple 


to produce cheap cars in that volume for the 


Canadian market alone? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


1 MR. BROOKS: May I answer that with a 

2 question? Would you not have to have price Control, 
3 if you were going to advance the argument of volume 
4 production from another country? 

5 THE CHAIRMAN: That is what I am asking 

6 you? 

7 MR. BROOKS: What assurance would there 

8 be, even though you had -- we now have many parts 

9 coming into Canada. In fact, most of them come in 
10 duty free because they are not made in Canada. It 
11 is not by coincidence that the motor vehicle 

12 manufacturers discontinuedmaking that part when it 
13 can come in under those duty free regulations, so 
| we are not getting the benefits of the volume 

15 production of the United States in the Canadian car. 
16 THE CHAIRMAN: Exactly, and we would get 

17 even less advantage of them if we were making a 

18 purely Canadian car. Surely, the costs would go up. 
19 You are trying to sell me the idea of a cheaper 

20 Canadian car and telling me that it has been done 

21 in Australia, but I am saying that it is really a 

22 very “expensive car in Australia : 

23 MR. BROOKS: It is not so much more expensive 
24 than ours. I would like to submit one more point; 
25 the volume of production does not necessarily dictate 
26 the price of the car so much as does the efficiency 
27 of the particular plant. If you have one press 

28 working at 100 per cent efficiency it will produce 
29 parts just as cheaply as a thousand presses produce 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


them because it is operating at 100 per cent 


1 
2 efficiency. A plant such as the Ford Foundry can 
3 turn out parts and castings for the entire industry 
4 in Canada, and this is a part of the integration 
5 which we say could be looked into, and where the 
6 government could assist these parties in making all 
"i of the parts, and making the operation just as 
8 GGicLent ean 
9 THE CHAIRMAN: How does it assist them? 
10 When you say ‘assist’ I want to know what is meant 
11 by “assist”. 
12 MR. BROOKS: Today, in the City of Windsor, 
13 if you were in our motor plant -- and the president 
14 of the firm is sitting there -- the government is 
15 taking out some high precision automatic machinery 
16 that has been operating in there for 13 years, 
a7, and. it-ds going, tonput. tt into mothbadis.) .o0 2% 
18 the Canadian taxpayer can pay for that kind of 
19 machinery being put into a plant to produce obsolete 
20 parts which are going to be dumped into the sea 
21 then certainly he can assist the thousands of parts 
22 manufacturers in putting in the machinery to make 
23 the parts. 
24 THE CHAIRMAN: Yes, I see, but, again, 
25 this assistance, you see, comes out of the tax 
26 revenues. You are going to make a cheap car, but 
7 in doing so income tax will go up, and other taxes 
28 aswell. 
29 MR. BROOKS: No. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


THE CHAIRMAN: The money has got to come 
from somewhere 

MR. BROOKS: There are half a million 
people now who are not doing anything and who are 
not paying taxes and who are drawing money from the 
government, and who could be working and putting 
it back. I think you have statistics to prove 
that the taxes paid by these people would be 
sufficient to make the industry able to trade with 
any of the nations of the world. I do not think 
we want to advance the Canadian automobile industry 
at the expense of any other workers in any other 
land, whether they be British or whether they be 
American. This is not the solution to our problem. 

THE CHAIRMAN: This is what is so difficult 
for me. Iam afraid we must stop, but half the 
time you seem to be the Canadian nationalist who 
will have an embargo on all imports, and now it 
seems to me that you are going to ask for the 
free importation of cars from anywhere -- England, 
Germany or the United States -- because we have 
got to look after the interestsof workers all over 
the world. Iam getting confused. 

MR. BROOKS: Do you agree with me, Professor, 
that within the free world, where we are all 
making the same things, we cannot possibly exist 
and trade with each other in the same things? If 
France, England, Germany, Japan and Canada are 


all making automobiles to whom are we going to sell 


them? 
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i SoonGe 
THE CHAIRMAN: Well, shall we stop 
making them? 

MR. BROOKS: No, I’ say that is wrong. 

THE CHAIRMAN: Are we going to take 
advantage of this trade, or insulate ourselves? 

MR. BROOKS: I will rerer you to the 
statement of Mr. --- 

THE CHAIRMAN: I want your views. 

MR. BROOKS: Iam sorry, but I am not an 
expert in the field. 

THE CHAIRMAN: But you have, on behalf of 
your group, agreed to make a submission. 

MR. BROOKS: If these were my views it 
would only be because I have adopted them from 
Someone like Walter Gordon or the Governor of the 
Bank of Canada. That does not make them my views. 

THE CHAIRMAN: But you have adopted 
them, and because you hold those views is why I am 
interested in them. 

MR. BROOKS: Out of this flows the whole 
question of trade with any country in the world, 
which our government is in favour Gi. 

THE CHATRMAN: And are you? 

MR. BROOKS: Yes,definitely, because now 
else can you begin to even solve nis proo len, 
particularly if you want to talk about the question 
of world peace which is so important to the world 

The question of trade with ai*or these 


today. 


countries must be considered. If you tie yourself up 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ae economically with another nation which does not 


agree with that particular point of view --- 


THE CHAIRMAN: But you cannot trade with 

F a nation without getting integrated with it. We 

: trade with Britain because we depend on them to buy 

our wheat. 

6 

; MR.. BROOKS : We are not integrated with 
Russia, but the Department of Trade and Commerce 

’ says we should trade with them. 

fh MR. McARTHUR: I would just like to make 

: an observation, if I may, Mr. Bladen. Thas preiet 
: is based on a sincere effort to understand what is 
a faking place in Canada, and I know you will approve 
rl of that. We do not, for a moment, seek to minimize 
= the difficulties involved in putting into effect 

i some of the proposals we have made, but we do, as 
i I say again, refer to Mr. Coyne's statement which 
ss we think is a very good synopsis of the difficulties 
+ facing this country. It is because of that that we 
a feel if it is true that the integration that has 

y already taken place between the Canadian and the 

, United States economies is responsible in large 

_ measure for the economic difficulties that we are 
- having then, naturally, we feel considerable 
eS apprehension with respect to any further steps in the 
a direction of integration. It may be correct to say 
a that adequate measures may be taken to protect us, 


but there is no sure way at this stage, to ensure 
28 this will be done. 
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I would like to make, so far as I am 

concerned, a final observation. This is a serious 
problem for Canada. In fact, we feel the key to 
the future development of Canada is Canadian 
independence, so far as this can be obtained in the 
world such as it is today, and we feel that the 
automobile industry and the difficulties besetting it 
is part of that problem. That is why we have 
serious apprehensions in respect to further 
integration, and that is why initially we are 
raising opposition to it. 

THE CHAIRMAN: Thank you very much, I 
must say that just as I accept this as a sincere 
effort on your part I hope you will realize that 
I am making a sincere effort to understand what you 
Say, as I have tried to understand one or two others 
who have been before me. When I seem to be getting 
6 little vieorous it is purely in oan effort to Svar 
up the matter and find out precisely what I am being 
told. I hope you will not feel it is either showing 
my own views, or is in any way a eriticism of the 
presentation made. It is in an effort to stir the 
thing up and find out what I am being told, and 
what it means and where it fits into the picture 
which is dreadfully complex and dreadfully important. 

MR. BROOKS: That is precisely way we came 
here today. That is exactly why we felt we should 


get into the exploration of a program that is not 


going to be damaging to us. 
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THE CHAIRMAN: Thank you very much, 
Mr. Brooks. 

We have said that we will meet again at 
2 o'clock, but having regard to the time I think 


I will say that we will resume at 2.30 this afternoon. 


--- Luncheon adjournment. 
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1 

2 

3 --Upon resuming at 2.30 p.m. 

4 THE CHAIRMAN: The first submission is to 
te made by Mr. Lambert on behalf of the National 
gpanadian General Motors Intra-Corporation Council 
7Pt the U.A.W. 

8 SUBMISSION OF 

9 NATIONAL CANADIAN GENERAL MOTORS 

INTRA-CORPORATION COUNCIL OF 

10 THE U.A.W. 

11 DR ESENT: 

12 Mr. G.L. Lambert - Chairman 

= Mr. C.G. Pilkey 

14 

15 THE CHAIRMAN: All right, Mr. Lambert. 

16 MR. LAMBERT: I assume, Mr. Bladen, that 
17 you don't wish me to read the prief,that you would 
ig ft ather I discussed the points? 

19 THE CHAIRMAN: Yes. 

20 MR. LAMBERT: At the first of the brief we 
m1 point out that we are not presenting the statistics. 
22 We feel that your very capable office is going to 
93 be able to find them out and, if you don't that you 
24 have the availability of other resources for them. 
95 However, we do feel that the unemploy- 

6 ment in the Canadian automobile industry is a bar- 
7 oueter of employment in Canada and that the situ- 
28 ation in the auto industry reflects the direction 


29 of ¥ economy. 
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Several of the briefs that I heard this 


nerning and which I have read in the newspapers 


ave something in common, because we believe he 
reat natural resources of the Canadian econony 
hould be produced into finished products in our 


wn factories, and as we go on I feel that this is 


means, if it is done -- and done in a proper manner -- 
hat will go a long way towards producing a car in 
anada at somewhat less cost. 
Again, in our brief, we urge you to 
ecommend to the Government to discourage the plants 
n running away. I listened to your position this 
norning. We are not rigid on this question. We 
© not ‘say that a plant may never, so long as life 
oes on, make a move. However, we do feel that the 
egislation should be such that the plant may not 
iscriminatorily take up and move away and leave 
ommunities ny baa financial and moral situation. 
Again, also in our brief, we mention the 
Paice Or "cars. Wee feel that certainly the price of 
cars has no bearing on the cost. We feel that the 
rporation -- and certainly the one that we work for -- 
charge all that the traffic can bear. 


We certainly feel that a car made in 


anada -- certainly if there were not the frequent 
nodel changes that take place -- that there would be 


a considerable saving in the cost of the car. We 
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re not struck by the big fins and so on. In fact, 
hen a worker smacks up one of these big fins it 

akes quite a bit of money to replace it;and we 
ertainly feel that, as men working -- incidentally, 
ig Pilkey and I are not full-tine officers in Ghe 
union; I work in the foundry’and Mr. Pilkey works in 
the assembly plant in Ottawa. We feel that we 


suffer more by these model changes, and that the 


public -- of which we are a part -- suffers by 
model changes because they have to absorb the cost 
of those model changes. There are five, six, 
seven and eight weeks you have to go without pay 
because of these model changes. Basically, there 
is no change in the engine, the rear end, etc.; 

the biggest change is in the big fins and the chrome 


and so on. 


On the question of Canadian content -- 


and, this morning, you mentioned the question of 
the kind of car -- and you did mention the "Beaver". 
We are-not concerned about the "Beaver". what 


we mean when we say that we wish immediately a 


75 per cent content -- what we feel is that oF 
that was done it would bring our people back to 


work. 

IT might say that we are not convinced 
that even the 60 per cent that is required at the 
present time is a true 60 per cent, because we 


understand -- and this is what effects the volume -- 
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2 
3 that, for example, the transportation of a new car 
4 fron the factory to the dealer is all considered 
5 in the Canadian content; and if this was to be true 
6 in any other area then certainly eventthe question 
7 of the 60 per cent does not represent a true 
8 content. 
9 But be that as it may, we feel that the 
10 75 per cent would put our people back to work; and 
1 we are not saying that it has to be a "Beaver ' car 
12 as has been expressed here; and I am prepared to 
13 go along with this statement, that what we are 
14 concerned about is the bread and butter car. I 
15 think we are all aware lof what bread and butter 
16 Cars are. At least in General Motors it is the 
17 Chevrolets and Pontiacs; the Ford boys know their 
18 bread and butter cars in their plant; likewise 
19 Chrysler; and I would say that the sales that the 
20 Volkswagen and the Vauxhall receive in this country -- 
1 they would become bread and butter cars. We are 
22 saying that these cars should be produced ia- 
23 mediately with the 75 per cent Canadian content, 
24 with the ultimate goal of a 100 per cent content. 
25 On the question of allowing parts into 
26 Canada duty free we feel that so long as the parts 
27 that are not made in Canada may come into. the 
28 country duty free this is one encouragement to 
29 the industry to continue getting thein in from 
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another country. 
Tiwant,: if (Dbenay; MeacBledensrto.vtake a 
little bit of time on this automatic transmission. 
You have mentioned -- and I read it in the newspapers -- 
and you mentioned it this morning. I believe that 
the automatic transmission can be wade in Canada, 
and I don't think that it has to cost: any more than 
it is as made in the United States. 


Incidentally, I was a little bit disappointed 


that you were not able to come down to our plant. 
I hope that before your investigation is over you 
| may do so. 

THE CHAIRMAN: Where is it? 

MR. LAMBERT: St. Catharines. I an 
telling you this, you have missed the boat in not 
poring to my plant, because my plant -- I shouldn't 
say “my plant" because we haven't got the key to 
it yet -- but the plant in which I work is the 
largest -- in my opinion -- is the largest parts 


plant in Canada. That is the McKinnon plant 


in St. Catharines. We have a transmission division 
only making the standard. We used to employ 400 
people. It is down to less than 100 people 

because of the amount of automatic transmissions. 


We have a forge division, a foundry division, a 


ball-bearings division, fuel pump division -- 


anything you want we can make. In fact, it does the 
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work of 28 plants in the United States. Now, when 
you go to get an automatic transmission in the 
United States what happens? They have a forge 
where they produce the forgings necessary to go 
into the automatic transmission. They produce then 
and then they have to ship them for maybe hundreds 
of miles to another location where they are assembled. 
Let us take the foundry operation in the automatic 
transmission. The same thing happens. The foundry 
produces parts for this automatic transmission and 
they have to ship then. This is what we would like 
to investigate. iy our plany Jt. is "all in“one 
Duace.. There is no question of having to ship all 
over the country. We have several forges with 
hammers lying idle. They have capacity to produce 
what is needed for an automatic transmission. We 
have a foundry which is considered by General Motors 
themselves to be the most modern foundry in the 
world, and moulding lines lying idle; and we have 
the pattern makers -- the highly skilled people that 
produce the patterns. We have the people who are 
capable of assembling then. With all of these 
advances the only person that ever told te that it 


would cost more to make an automatic transmission 


in Canada was my boss. 
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And I an not prome to always believe what 


my boss tei ™s me. Sometimes I have found that some 


they have told me is a mistruth -- we will put it 
that way. Certainly, I would like you to cone down 
because I think you would get an eyefull if you 
did; and in relation to the automatic transmission 
I think it is a myth that the automatic transmission 
cannot be produced in Canada as economically and as 
good. 

We feel -- and this is something that 


hasn't been mentioned, but it is contained in our 


brief -- that there is this question of interest. 
When a person buys a car -- and many workers 
cannot pay cash for a car -- we feel that the 


insurance companies, or, rather, the people who 

lay out the money -- we feel that the exorbitant 
interest rate charged gouge the public. Certainly 
we feel that the recommendation to alleviate that 
problem would go a long way into being considered 
in the price of a cheaper car in Canada. 

I would just like to emphasize again 
that we wish that the Canadian Government,when they 
are discussing the treaties with GATT, defend 
theuselves in an honourable position and keep in 
rind that they must protect the interests of 


Canada, and in any agreement that may be reached 


under GATT. 
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Very briefly I have said that, and I think 
you must assume by my remarks that I am in favour -- 
and when I say "I" I am speaking of the Council -- 
that we are in favour of the 75 per cent content 
immediately, with the ultimate goal of an all- 
Canadian car. We have a very proud position also. 
Sone people this morning were not prepared to 
answer that directly. it 18 with me tor one 
reason, a national position. I an very proud of 
tas country i. Live in. I think that this country 
has got a great future. I think that the Canadian 
automobile industry is going to be a part of that 
future. I feel that what we do today -- not 
only yourself, Mr. Bladen, not only the unions, 
not only the industry, but the public at large -- 
whet we’ do today 1s going to result in the develop- 
ment of this great country of ours. Our country 
is not always going to have only 16 million people. 
I believe our country is going to grow and expand 
and will take care of a lot of this volume problem 
that you speak of. 

I would also like to say that a remark 
was made here today by Mr. Burt, that I didn't take 
too much comfort from, and that was would Mr. 

euther object to a form of integration. Certainly, 
I feel that any form of integration that would harm 


American jobs -- I am sure Mr. Rider would not take 
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it lying down. He didn't when the Ford Motor 
Company suggest that they were going to make Fords 
in West Germany and ship them into the United 
States. Just last week I was in Freemantle, Ohio, 
at a forge council meeting where the main speaker 
was the assistant to one of the vice-presidents 

of our union and he was bemoaning the fact that 
imports coming into the United States were hurting 
jobs and so on. So there is no doubt that, 
certainly, any form of integration that is going 
to hurt the American workers -- that Mr, Reuther is 
certainly going to take a stand on it. I can only 
say on this question of integration that I an 
Goposed) vo Fos that Jofeel that 10 would not be 

in the interests of the Canadian automobile 
industry; that it would not be in the interests 
of the Canadian people as a whole; and that your 
questior at least to some of the people this 
morning, which was "If this could happen would 
you be in favour of it?" -- I would answer, of 
course, Mr. Bladen, that I cannot afford to -- 

I make my living by working for General Motors in 
the plant, as I have done for the past 2O years, 
and I can't afford to give you an answer based on 
the assumption of "If this happens", and I don't 
believe the American Governaent, the Anerican in- 


dustry or the American union would agree to any kind 
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meee) fe Ur, 


of integration that was not advantageous to the 
entire American set-up. 

Briefly, that is the position of the 
brief of the Council, and I hope that I will be able 
to answer any questions that you may have for ie. 

I hope that your dinner has slowed you down somewhat 
from this morning! You see, I had a big dinner, 
too, and I might be a little slow myself. 

THE CHAIRMAN: You think we will have a 
quieter afternoon? 

Well, first of all, Mr. Lambert, 1 assure 
you that I am coming to St. Catharines... 

MR. LAMBERT: Let me interrupt you, 
if I may. When you come to St. Catharines, would 
you please, on my behalf, ask the management if I 
could go through the plant with you? 

THE CHAIRMAN: I shall do precisely what I 
have done in any other case. I shall inform the 
union that I am coming. L am not issuing orders 
to the management or to the union as to how they 


pehave to each other. 
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1 THE CHAIRMAN: Not only shall I go to 
2| St. Catharines, I shall also go to see an automatic 
3] transmission plart in the United States, because 


4 I am more credulous. Perhaps I have neard it from 


5 more people and from some people who perhaps have 
6 less financial interest. But it does seem to me 
7 that this automatic transmission is a more difficult 


8 item than you are suggesting, but I have got to 


9 look into it more. 


10 In your remarks on integration I see two 

11 lines being taken. One is you don't like it because 
12 you are a Canadian nationalist. Well, I happen to 

13|| be rather proud of this country, too, although I only 
14] came to this country forty years ago. 

15 Now, the Americans won't accept anything 

16/ that does them harm. I think I would accept that, 


17| too. The important thing is for me to explore as to 


18 whether this is to the mutual advantage of workers 


19 in both countries, by getting such increased volume 


20|| that costs are reduced and therefore sales are 

21|| increased; and, incidentally, the domestic cars 
22 will be on a more favourable basis in competition 
23|| with English and European imports. 

24 MR, LAMBERT: You go on that word ‘if’, 


25| though, and that is what scares me. 


26 THE CHAIRMAN: Well, I think you might be 
27 scared at the other possibility if we decide to go 
28] along with the line that involves a Canadian car, 


29 and increased cost, 75 per cent or 100 per cent Canadian 
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content but so many fewer cars that there are fewer 
Jobe, ihau-is. an at 4 

MR. LAMBERT: To me it is not an "if", 
because I believe it is possible to produce a 
Canadian car with 75 per cent and with an ultimate 
goal of 100 per cent. That, with all of the 
avenues and all of the brains we have in Canada -- 
and we have some pretty good brains here -- the 
cooperation of the government -- 

THE CHAIRMAN: What do you mean by "cooperation 
of the government"? You mean subsidy? 

MR. LAMBERT: No, I don't say anything 
about that. All we have to do in order to get it 
started is for the government to say that 75 per 
cent be produced in Canada. 

I came across a magazine at lunch hour, 
News and World Report, and it is interesting to 
know what they are doing in other countries. ‘The 
U.S. auto makers in Mexico......and Fiat." 

That is what I mean by cooperation of the 
government. Until the government tells the people 
to do something I don't believe they are going to 
do: 10-2 

THE CHAIRMAN: It is all right telling the 
companies what to do; it is telling the consumer 
what they are to buy. I don't think the companies 
are going to say they are going to be limited to 
these models. Surely they will say they make cars 


better than the Mexicans. 
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MR. LAMBERT: There are a great many models, 
and I think they won't be too concerned if we cut 
about 200 of them off. We want the European 
companies to produce in Canada here. 

THE CHAIRMAN: Can I go on to another 
point? It appears that what you are proposing is 
something much more radical, for here not only does 
your brief talk Crown corporation, as did 444, but 
also it seemed to me to indicate general planning. 
In other words, are you really arguing the solution 
to this problem as outside the possibilities of 
capitalist free enterprise and your arguing for a 
solution that it involves government enterprise 

and socialized planning? 

MR. LAMBERT: Personally I am not opposed 
to socialism, but we try to solve our problem 
under the free enterprise system, and we still 


believe that the vroduction of a “75 per esnt “car 


in “Canada is “possible and Teasible. 

THE CHAIRMAN: What has your Crown 
corporation got to do with it? 

MR. LAMBERT: If you refer to our brief, the 
Crown corporation is referred to in the setting up 
of a Crown corporation in the loaning field. 

THE CHAIRMAN: That is the only one? 


MR. LAMBERT: Yes, that is the only one in 


Gur brler , Sirs 
THE CHAIRMAN: As to financing, I think I 


am going to weasel -- 


y OTe vey - ; Ae 


,aishom yisn Jsovg 6 eve eto sTAHEMAS AM | 
dus. ew EL hobteaics oot ad 2 fio yany Molde I. bos 
me vTeoiwe Hit Facw of te med? to. 00S dvoda 
,over sihsnath nt sou Dot of eelnegnos 

yeijons of mo om TL aeD sHAMILAZO SP 
ai gniaaget¢ sis voy Sede dveds ecsedda Hi Fintoda 
asop Yirto von oer! Tot ,Leckiey svam atone Batatenoe 
gud , #868 PED ae ,nolesiogics ayvow) sfad Iotad soy 
»atingeio lersnias oefsolbai.oF em of Semees gi o#hs 
fioivsufor old satents yilses goy eve ,sitow yerddto al 
Read and #biateo 88 seidev alad ag 
$ Tot giitais wer bie seluqretine sevt datiatie¢se 


seiiqisins inisagieton, sevioveal 3i tad? goidvion 


» o . rs 4 " 
Panrwasiq heellaioon sae 


aolintig ain wrien ot pad su tad ,wellatoacs of 
iLivS g De ,Meteye ssitgreies eet) ai? tebay 


SED ~nes ror “7 8 Go seidaubeatd add Jedd evetied 


$e .Tolet wp of sie toy ‘SURE A Pe ts 
ine J38H4 it he of Da wesier gi aoigssocies aword 
-<Hinit agingel ett 22 meldsseceos mwowd 2 to 

1S VitO-ggit wt gee saa AO sare 

ae he wie wi ai tet , oe sSeeeMar . =e 
Sic .ielid Age 

L tite Cert one) at sy oMAMEIAND SH 


~~ Laeoew ot noton mes 


* 


=) 
as 


: a . 
; a7 
ANGUS, STONEHOUSE & CO. LTD. 

TORONTO, ONTARIO 


MR. LAMBERT: You understand I am not a 


ma 


i> 


i 


= (A Atvonnl 


fansncier. 

THE CHAIRMAN: No, I am weaselling in a 
different sense. I don't think that the 
financing of sales and the distribution system 
clearly comes within my terms of reference. Now, I 
may be subject to pressures and persuasions that 


may make me change that, but at the moment I think 


I am going to leave that thorny field. I have 
enough tough ones, anyway. 

MR, LAMBERT: Well, if you consider all 
the rest of our brief we will let you off the hook 
on that one. 

THE CHAIRMAN: At any rate, on the next to 
last page it says: ‘It is necessary that Canada 
plan its economy..’ I wondered just how much 
planning this meant. 

MR. LAMBERT: Well, I certainly think that 
with the unemployment problems today and all the 
problems that the government is confronted with 
and the emergency meetings that they have today 
they must be concerned a little bit, too, and tf 
imagine Mr. Diefenbaker is sitting down and doing 
a little bit of planning now. 

THE CHAIRMAN: It isn't planning in the 
sense of centralization of the production process. 

MR. LAMBERT: If you have a problem you must 
make some plans to solve that problem, and that is 


what we advise. 
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1 THE CHAIRMAN: At times one gets the 
2 feeling in your brief and in the one before that 
3 if profits are as high as you suggest, the best 


4 plan really is to eliminate all protection and 


iS we will soon bring the profits down. 

6 MR. LAMBERT: Well, under the free 

7 enterprise system I recognize there has to be profits, 
8 but at the same time I feel that even under a 

9 free enterprise system, when they are at a 


10 disadvantage to the public at large, then I think 
11 certainly the government is in at least a position 
12 to suggest to some of these people let's look at 


13 your profits. I don't see anything wrong with that 


14 even under a free enterprise system. 
15 THE CHAIRMAN: I think so much of the 
16 ground you cover is similar to ground we have been 


17 covering, and I think I feel content at this 


18 stage. 


19 MR. LAMBERT: I will make an agreement 


20 with you: If you don't go away mad, I won't go 


BM | away mad. 
22 THE CHAIRMAN: Is Mr. Gopelle here? 


23 MR. MATHIAS: Mr. Mathias and Mr. Gunter. 
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SUBMISSION ON BEHALF OF THE 
WINDSOR UNEMPLOYMENT COMMITTEE 


Present: 
Mr. Mance Mathias, 
Chairman 


Nee eve. eaUnbe rs 
secretary. 


MR. MATHIAS: Thank you, Mr. Chairman. 

As You wild notice, the priefl is very 
brief. It doesn't so into too much detail. We 
approach the problem of the auto industry strictly 
from the point of view of those people in the 
industry who are unemployed. We feel that because 
of the persistent nature, especially in the town of 
Windsor, of unemployment in the auto industry we 
should submit what we feel might be a solution to 
the problems. 

We think that the problem of the unemployed 
should be given first consideration here over and 
above other considerations, such as company profits, 
for example. 

We mention two main points in our submission: 
The human element as it involves people, and we 
oppose proposals for integration of the auto industry 
in Canada with that of the United States. (In line 
with that there are two recommendations: One, 
that we replace American domination of the industry 
in Canada with Canadian control; and, two, that 
we increase Canadian content provisions to at least 
80 per cent, with an ultimate goal of 100 per cent 


Canadian car. 
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Now, on integration I noticed you asked 
very pointed questions, and perhaps I can try to 
answer some of them now before you ask them. 

We have a number of reasons why we oppose the 
question of integration. First of all, the industry, 
ever since its inception in Canada, has been an 
integrated industry with the parent company in the 
United States. It seems that the industries were 
developed in Canada originally for the purpose of 
coming under the preferential trade agreements 
under the empire market at that time, and its sole 
purpose, of course, is to sell cars to make profit. 
This integration, while at that time at the 
development sages has meant quite a development 

in the auto industry in Canada, results in a 
situation where this integration itself, we feel, 
ig basically responsible for the economic crisis 
we now face, espechlly as far as unemployment is 
concerned. 

We have been talking about integration. 

You mentioned the infamous Abbott plan. Now, 
perhaps the reason that that Abbott plan hasn't 
been specifically mentioned is because apparently 
the people who opposed that action were the ones 
who gave it the name rather than being a definite 
douument from the government. This type of 
integration, I gather, also covered the military 
field in the defence of the continent, but more 


specifically, as one example, the development of the 
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uranium industry in Canada, the development of the 
extraction of uranium in Canada under a shock 
program.to develop in a hurry for American 
consumption, and we realize now what that has 
resulted in. Now that America has its own supply, 
it is going to make ghost towns of places like 
Elliott Lake, and so on. 

Now, another illustration. A couple of 
years ago we had a pipeline scandal, where taxpayers' 
money was used to finance a pipeline to bring 
natural gas from the west to the east. This financing 
was done ih the interests of an American pipeline 
company. It, of course, was paidback to the 
Canadian government, but the initial investment 


came from the Canadian taxpayers. 
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Now, this policy of integration relegates 
Canada to the role of a supplier of raw American 
materials for industry and a market for American 
production and I think this is a polfcy that has 
to be changed and especially in relation to the 
auto industry. 

As far as jobs are concerned, we have 
roughly 30 or 40,000 -- say 20,000 auto workers in 
Canada presently walking the streets as compared to, 
say, 200,000 in the United States. If we are 
going to combine the industries, it is not possible 
that the present production of automobiles in 
Canada and the United States would give everyone 
of those auto workers a job by supplying the Canadian 
market, bycsupplying both the Canadian and the 
Anerican markets. ite is) notspossiblLesco give them 
all a job at the present level of production. It 
is possible that this problem is solved strictly 
from a national point of view. However, the volume 
of sales in Canada of the American models, that 
is, Ford, Chev., and Chrysler products, the volume 
of sales in Canada is enough to give work to even 
more than the present number of auto workers in 
Canada presently unemployed; that is, if we solved 
it from a national viewpoint, and this is even 
with a 75 or 80 per cent content and not giving 


them the full 100 per cent rate. 
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2 

3 If our entire Canadian market was given 

4 the auto industry in the United States they couldn't 
5 solve their unenployment with this market, that 

6 is not possible. I think this question could be 

7 solved or should be looked at from a national point 


8 of view. 


I think we are proud of the fact that we 
are Canadian citizens, and the very fact that we 
live in Canada -- being a tool maker 1» the Ford 
Motor Company getting $2.65 an hour when we work, we 
could go and get the same type of job in Detroit 
for approximately a dollar an hour more than 
that, and if we wery not a little bit nationalistic 
16|| or had a certain amount of respect for Canada, and 


wanting to be part of Canada, the simplest thing 


17 

18 would be to go to Detroit and get a job, but we 

19 don't do this and I don't think we stpyld do that 

29 || 2s far as the industry is concerned. We should 

1 base our industry on national development, and we 

22 have a political boundary here; we have a nunber of 

23 things we should be proud of in Canada, and these 

24 things should be developed. 

25 Also, as for integration and the question 

96|| of a new national policy, the big three car manu- 

27 facturers in Canada, I think it is generally agreed, 
28 || ere American companies, they are not Canadian companies 
99 and they build cars that are American models, American 
30 || design. After 50 years of production of cars in 
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Canada, we have no such thing as a Canadian car. 
That was mentioned this morning, the car named 
"Desire", We have produced strictly an American 
car, and we’:have no objection to that, but we think 
that the content of that production in Canada should 
be increased; there should be Canadian parts and 
Canadian materials. 

This affects the question of Canadian 
independence. Not only the sales policy but the 
production policies in the Canadian auto industry 
are determined in the interests of the parent 
company which is natural, of course, if you have 
a subsidiary someplace you want to have a subsidiary 
that operates to make the most money for you. 

Take General Motors and Chrysler; General 
Motors are a good example with the production of 
the Vauxhall in Great Britain, in England, and 
they take the biggest small car part of the market 
in Canada. That is a General Motors company. Now, 
to General Motors it makes very little difference 
to them how they make their profit as long as 
they are making their profit, and if they can do it 
better by making them in England and exporting thei 
here, then they will do that, and Ford and Chrysler 
are the same. 

Now, if this is correct, I think that 
the Canadian Government, the federal authority, 


should determine -- would have some control over 
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a national industry, an industry that is such a 
vital part of the economy of Canada in determining 
what the automotive policy should be, not only in 
respect to the sale of the products but also pro- 
duction of cars and parts. 

The fact was already mentioned that the 
parent companies in the States have exercised 
certain control over the Canadian subsidiaries so 
far as sales are concerned. It is only a couple 
of years ago that it was raised in the press about 
a sale that was apparently made in Vancouver through 
sone dealership there in Vancouver, of 1,000 cars 
to China, and it was cancelled because of pressure 
froma the American Ford Motor Company. Now, this 
is something which I think should be entirely 
decided by the Canadian people, not by foreign 
owners of industry in Canada. 

It was raised earlier, the question of 
pricing and making a Canadian car. We believe 
that a Canadian car could be developed. It is 
not possible imaediately, but certainly we should 
have some pride in our nationhood, and we believe 
that a car could be designed and built and made of 
Canadian materials and Canadian labour in Canada 
which would be competitive on a world market. 

We could sell to other countries in competition 


with their own production. However, of imnediate 
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1 
2 

concern is the increase in the content of the cars 
3 

which are made in Canada. 
4 

The question of cost of volume production 

5 

in the United States as compared with the type of 
6 | 

production in Canada I don't think gives a true 
Z 

indication because of the quality, and that was 
8 

mentioned, too. Canada builds a better car than 
9 

the United States. That is’ brue, 1b is not. just 
10 

culation. 
11 
Take for example the fact that we work 

12 


in the tool room. We build dies to make stampings 
for the car parts that are: designed, and every 

time the bDatk is struck in a press the die is 
bottomed to give a proper form. Now, that die is 
good for the anount of production that we put out 
in Canada; it lasts long enough to cover the 
Canadian production. In the United States they 
can't develop a die that will strike a proper fori 
each time because the die would never stand up to 
the volume of production needed there, so as a 
result of that when they stamp parts in the press 
4n “Detroit the die is not bottomed, it just g@ives 
you not quite a complete form and it naturally 
follows that the part is not quite as good quality 
material as we make in Canada. That is just one 
instance. 


Sometimes in production in Canada, a 
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machine will breal: down on a line producing parts, 
the component parts will break down, and in order 
to keep production going they will buy supplies 
from the United States to fill in. The parts that 
they sell, they usually don't sell a dozen at a 
time, they insist that we buy a carload or some 
huge number in order that we can buy them at all, 
and in talking to the inspection department in the 
plant they say that they don't come up to the 
quality standards of the Ford production in Canada, 
so these are things that must be considered, too, 
when you are talking about price. 

If you build a car in Canada or lnerease 
the Canadian content, if you pay a higher price you 
are getting better quality for that price, but 
we are not too concerned about the price itself. 

While working in the tool room making 
$100 a week, we are in a uch better position to 
pay $5,000 for an Australian Ford than we are ake 
we are unemployed and have to pay for a $1,000 
car. 1 say that the price shouldn't be a primary 
consideration, but here it is the question of 
enployment in Canada, and that is what we are 
concerned with. 

Now, Mr. Chairman, I think I have covered 


my points. 
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2 THE CHAIRMAN: I think I should thank you 
3| for having made a submission and having conducted 
4) your own cross-examination. 


5 MR. LAMBERT: I tried to answer the 


6| questions for you. 


7 THE CHAIRMAN: I don't think I have any 
8| other questions to ask you, but my inclination, 

9] rather, is to say that your prief is a moving one, 
10| and that I would like to say that I do recognize 
11/ the urgency of the problem which is iaposed by 


12 the unemployment in the cities which are most 
13|| affected. I recognize however, also, that this 


14) is only part of a general problem which is under 


15| exanination in another place, buts “as cd seid 


16| to a television group, I don't lmow whether they 


iy made any use of it, but because of the recognition 


18 of this urgency I am anxious to make, if possible, 


19 a quick report. 
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Whether I shall be able to will remain 
to be seen. 

MR, LAMBERT: I appreciate that. It might 
be that we are a little better off than some of 
them; we have been called back to work. 

THE CHAIRMAN: Congratulations. 


MR, LAMBERT: Thank you very much. 
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2 SUBMISSION OF 
GREATER WINDSOR INDUSTRIAL COMMISSION 
4 (PRESENT: 


5 Murray A. Elder 


THE CHAIRMAN: The next submission is 
made by Mr. Murray A. Elder for the Greater Windsor 
Industrial Commission, and I understand it is 


on behalf not only of Windsor, but also the 


comnunities of Oakville, Oshawa, St, Catharines 
and Trafalgar. Mr. Elder? 

MR. ELDER: You should also add Hanilton 
Os unat. 1i6t,. Mr. Chairtian. 

THE CHAIRM*’N: Right. I thought I 
noticed Mayor Patrick here. 

MR. ELDER: Yes. We have representatives 
from most of those communities sitting here today 
listening to these proceedings. 

Mr. Commissioner, it is a pleasure to 
appear on behalf of these communities today, and 
you have had our submission for some months. It 
is very sinilar to the one that we presented to 


the Prime Minister in June of this year. We 


have brought sone of the statistics up to date 
which were not available at that tine. I have 
prepared a resume, and I will just highlight 


the resume so we can get right down to business. 
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Prior to 1939, Canadian exports often 


i 

D accounted for as high as 37 per cent of domestic 

3 vehicle production. In 1957 and 1958 our exports 

4 had dwindled to a point below 5 per cent, and in 

5 1959 to 3.2 per cent of our domestic production. 

6 In 1938 and 1939 imported vehicles totalled from 

7 12° to 15. per’ cent of all vehicles sold. In 1957 

3 imported vehicles totalled 80,011, in LOSSr P13 37 is 

9 and in 1959 165,564, representing approximately 

10 33 per cent of the Canadian sales. 

1 Nowyvthat figure of 33. per, cent differs 

12 slightly from the figures which have been used 

13 prior to this submission. We have included all 

14 imports -- imports from the United States as well 

15 asiirom Europe. 

16 As you probably know, the centres producing 
17 automobiles in Canada are Hamilton, Oakville, 

18 Oshawa and Windsor. We have parts facilities in 

19 Toronto, St. Catharines, Windsor and St. Thomas, 

20 and so on. It is these communities which I represent 
1 today, and which feel the fluctuations in 

2 automotive production most severely. 

23 We are alarmed that since 1951 our motor 

4 vehicle production has remained relatively constant 
95 at about 400,000 units per year. During that 
6 time our population has increased by over 34 million, 
27 or 23 per cent, and our automobile sales have 
28 increased by some 40 per cent, but our employment 
29 at the moment is less than the 1951 figure. This also 
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1 is very alarming. 

2 The effect of this has been felt equally in 
3 our parts industry, and we are speaking also on 

4 their behalf. In 1959 we imported over $319 million 
5 worth of parts, 96 per cent of which came from the 

6 United States. It is difficult to get the figures, 
; but it is reliably estimated that almost 60 per cent 
8 of these entered Canada duty free. 

9 We feel that not only are the employees the 
10 losers when we engage in this volume of imports, 

11 but the government is losing also in respect to 

12 corporate income tax, excise and sales tax and 

13 personal income tax. With no growth taking place 

14 in our productive capacity these revenues will 

15 remain constant also. 

16 After studying this problem for some 

17 time it came to be our conclusion that our 

18 present policies and practices seemed to foster 


19 the growth of the automobile parts industry in 
20 countries other than Canada. These policies, also, 
1 we feel act as a deterrent to healthy integration 


22 because of the unemployment in this industry. 


23 We have made a number of recommendations, 


24 the first of which is with respect to importation 


25 valuation, and in our original submission we 

26 Substantiate the figures which are used in this 

27 recommendation. We are very pleased to see that 

28 the government has announced action in this point. 

29 We feel that a realistic valuation will not harm at all 
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the competitive position of the imported cars. 


THE CHAIRMAN: But you hope it will? 

MR. ELDER: We do not think it will, 
but at the same time it will level off or equalize 
the basis for payment of sales tax and excise tax. 

Our second recommendation is with respect 
to the matter of encouraging the Canadian manufacture 
of foreign vehicles, and we point out that if 
Studebaker-Packard can manufacture in Canada while 
producing 5,000 units per year then surely 
Volkswagen, British Motors Corporation and some 
of the other foreign companies can do likewise on 
a volume many times this. Australia has encouraged 
domestic production, and Volkswagen produced 
16,700 units in that country in 1958. 

It might interest you to know that in 
1949/50 Australia imported 103,185 built-up 
vehicles, many from Canada. This figure has 
steadily declined to 4,445 in 1957/58. 

You have questioned some of those appearing 
on the matter of incentive, and one method would 
be to reduce our excise tax on the manufacturer's 
sale price by a given percentage if the vehicle 
is of 50 per cent Canadian content, 75 per cent 
Canadian content, or higher. 

Our third recommendation is as to the 
matter of standard transmissions and automatic 
transmissions. We are not enly losing employment in 


the standard transmission field, but we have machinery 
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and capital equipment which is notbeing used. We 
believe that negotiations could be undertaken with 
our principal supplier of automatic transmissions, 
the United States, to permit Canadian suppliers to 
provide components for the combined market ona 

duty free basis, at least to the extent of a dollar 
amount totalling the value of automatic transmissions 
imported into Canada in the previous year. 

Just as a Side light, Tariff Item 438N, 
which covers automatic transmissions, expires on 
October 31 of this year, and the order-in-council, 
if not renewed, will call for a 25 per cent most- 
favoured-nation duty. In the past the order-in-council 
has been almost automatic in its renewal. Possibly, 
a renewal of the reduction is in order, but a 
gradual increase might serve to encourage domestic 
content or manufacture. Canadian manufacturers 
have some machinery and the tooling is merely 
changed; new machinery purchased for transmission 
manufacture can also be used for many other 
purposes. New equipment might have to be changed 
in some instances, but we do believe we can turn out 
components for transmissions. 

Our fourth recommendation is with respect 
to Canadian content. We feel the content could be 
increased, leaving the formula as it is at present. 

Our fifth recommendation concerns the 
content also; change the formula but leave the 


content at the present 60 per cent, and exclude some 
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of the items which are presently counted as 
Canadian content. 

Our sixth recommendation concerns Canadian 
content of vehicles, and we cite the case of our 
imported vehicles which in the past three years, 
1957, 1958 and 1959, totelled over 358,000 units. 
Had even 60 per cent of these been provided with 
Canadian made tires we would have sold 897,380 
tires. This would have had quite an effect on our 
rubber industry. We feel there are other things 
which can be added to imported vehicles such as 
Canadian spark plugs, headlights, wheels, wheel 
covers, gasoline and radiator caps, steering wheels, 
and so on, which would help the Canadian parts 
THAUSTLY 

Our seventh recommendation is as to 
Canadian versus Commonwealth content. We suggest 
that some study should be made by the government 
of the value of retaining Commonwe a lth content on 
an equal basis with Canadian content. In the past 
months, if anything, our group has felt more 
strongly than ever on this point of the possibility 
of the assembly of foreign vehicles in Canada. 

As the Volkswagen representative mentioned yesterday, 
it will not add materially to our Canadian employ- 
ment. We would like to see Canadian content 


specified if these vehicles are manufactured in 


Canada. 
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Our eighth recommendation is to standardize 
the vehicles now offered for sale in Canada. We 
are pleased to see that some manufacturers have 
done this, and we hope that the increased volume 
will assist our parts industry, and our employment 
figures. 

Our ninth recommendation concerns the 
possibility of manufacturing a vehicle for the 
North American market in Canada. We feel that this 
would increase the manufacturing activity of our 
parts plants. 

Our tenth recommendation concerns the 
Department of National Revenue. We say that the 
Department of National Revenue should constantly 
review tariff terminology and Canadian manufacturing 
Acilities to bring about increased employment in 
Canada through up-to-date rulings and interpretations 
of what is, or can be, and what is not, made in 
Canada. We have found that duties are provided 
for in many cases if the article is defined as 
“a class or kind made in Canada" and we feel this 
is a term that should be changed to read ‘a class or 
kind that can be made in Canada”. There are items 
which can be produced in Canada equal in quality, 
delivery, and at lower prices per piece than in 
the United States. 

Just on that point, Mr. Chairman, we know of 
several examples. We have found definite proof 


in the case of one, and if it were not for the fact 
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that the parts people are so darned reluctant %o0 


provide us with this proof we think we would have 

: found many more. 

; The item that I can prove, and on which we 
‘ are prepared to supply you with confidential 

2 information, is a piece that is produced for a 

: Canadian car at exactly one-half of the price of the 
; same piece that is produced in the United States. 

: That piece has been transferred from the United 

; States to Canada, and we are producing it at 

Fr exactly one-half the cost. The company that is 

a doing this did not want its relationship with its 

4 customers placed in jeopardy. We feel that Canadian 
fi firms and parts plants are particularly well suited 
ie to after service parts, as our set-up costs are 

fe lower and, therefore, the re-run is less expensive 

and less costly. 

17 

> If you look at Item 438C, for example, 

KG you will see that it provides that stampings, 

ae front end, shall enter duty free as a class or 

a kind not made in Canada. We have found there is 

a quite a difference of opnion as to what a front end 
a stamping is. There are all kinds of stampings 

a entering Canada duty free under this item which can 
95 be produced here, and perhaps if this were 
26 specified in the tariff our parts plants would benefit 
97 ® some extent. 
28 On the valuations of smaller stampings, many 
29 enter Canada at invoice prices which do not include 
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“materials. These parts are produced from fall-offs 
and slugs from window cavities, and door and 
radiator cavities in the front end stamping. The 
American producers of these components take that 
fall-off or slug and they produce this multitude of 
small stampings from it, and when they are imported 
into Canada the material is a gift, and it does not 
Show on the invoice, and duty is paid on the invoice 
price if there is a duty to be paid, or if it enters 
Canada duty free they do not have to worry about it 
anyway. Therefore, we suggest that the Canadian 
Customs check as they did prior to the last war, 

and as the United States Customs do at present, 

to make sure that all component costs are included 
in the fair market value. The United States form 

is Special Customs Invoice No. 55-15, and users 

of this form must show a minimum of 10 per cent 
profit in addition to factory burden and other costs, 
including materials. 

With respect to these larger stampings 
which provide the free material such as doors we 
understand that refrigerator doors are made in Canada, 
and they are not too different from an automobile 
door, and, therefore, we feel that automobile doors 
can be made in Canada. If they were then our 
manufacturers would have that additional material 
that comes from the window cavity. 

I understand that General Motors makes the 


hood for their Pontiac at McKinnon Industries at 
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St. Catharines, which proves that we have the ability 
abdlthg know-how to make hoods in Canada. 

We have presses which are available with 
a size capacity which is not being fully utilized, 
The technical term, I believe, is ‘the shut helenty 
Our presses in Canada have large blocks of steel 
which are attached almost permanently to them because 
that height is never used. We can make much 
larger stampings than we are making. I can show you 
big machines that make two stampings at a time 
because there is not a stamping made in this country 
large enough to use the capacity of that press, 
and we are prepared to furnish that information 
confidentially to the Commission. 

The Department of National Revenue could 
assist all the manufacturers by issuing a clear-cut 
Oecision onaspldt. blliines.) If the trend is 
towards the importation of assemblies, duties already 
in existence on the parts should not be granted 
free entry. 

We have plants in the communities represented 
which produce castings. Castings are now coming in 
attached to frames. Castings are dutiable if they 
enter independent of the frame, but they are imported 
duty free if they are attached to the frame. This 
extends to other articles also, and we feel that we 
can have that additional tonnage if we had that smaller 
measure of production that employs so many people. 


Our eleventh recommendation concerns the method 
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of applying excise and sales tax, and we suggest 
(a) giving to the domestic producer a credit in the 
valuation procedure, or, (b) basing the excise and 
sales taxes on the price of all vehicles to the 
reveailer., 

th the past few days, Mr. Chairman, we have 
leard many things that I think indicate that Canada 
has room for improving her situation in connection 
with the United Kingdom and Germany. One of them 
is that I think we can negotiate with the United 
Kingdom for the removal of insurance and freight 
from the value of the units exported to the United 
Kingdom. In other words, our exported cars should 
be put on the same basis as their exported cars. 

We have heard a great deal about the 
trade balance. It seems a little unreasonable to 
expect a country of 18 million people to import the 
Same volume of goods that.a country of 50 million 
people consumes. I have suggested to some of our 
United Kingdom people that we negotiate on a 
per capita basis. We presently buy twice as much 
per capita from them as they buy from us. They have 
simply waved that suggestion aside. I noticed 
that a prominent British diplomat made that same 
suggestion to the United States not too long ago, 
where the balance of trade is in favour of the 
United States. 

The representative of the B.C. forest 


industries mentioned housing starts in Canada. Perhaps 
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housing starts are down in Canada because of the 
volume of imported components from the United 
States, as well as completed units from Europe. 
If we pick up in this field perhaps his lumber 
sales will pick up. 

Free trade has been mentioned in connection 
with agricultural products. I think you will find 
in your investigatioh that employment is down in 
the agricultural industry, and I know they have 
made it particubrly hard on the automotive industry 
due to a recent ruling whereby agricultural 
component producers can now produce automotive 
components. When this was brought to the attention 
of National Revenue they did come back, we 
understand, and charge a small duty on agricultural 
equipment which had been imported duty free. 

We feel that if Customs had looked at this matter 
a little more closely they would not have been 

so eager to make this change in a long standing 
administrative rule. 

We would also like to point out that the 
agriculttural industry is the receiver of many 
subsidies, and probably a good many of those dollars 
which they receive in the form of subsidies come 
from our manufacturing industries, and, therefore -- 
well, we feel we have to have a happy balance in 
this country. We have to employ our farmers as 


well as our automobile workers. We cannot sacrifice 
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Mr. Chairman. 
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RE THE CHAIRMAN: Thank you, Mr. Elder. 

I wonder if I could just follow up some 
of these recommendations by further discussion. I 
was rather surprised that you were so little pleased 
by the action on the valuation, that it wasn!t 
zoing to affect the competitive position, give the 
competitive advantage to the domestic producers. 

MR. ELDER: I probably misunderstood you. 
It will improve the situation of the domestic 
producers. 

THE CHAIRMAN: Quite markedly, surely. 
We then go on to consider the possibility of inducing 
these from companies that produce in Canada, and I 
want to kmow the inducement. I am rather amazed at 


you suggesting that one of these inducements would 


be to eliminate the excise tax if that reached a 
certain percentage of content. ‘As compared with 
the advantage given by the recent ruling surely this 
is peanuts? 7 per cent doesn't give you much to 


play With 1t, does 1? 


MR. ELDER: No, it doesn't. 


4 


THE CHAIRMAN: However, you did explain 
in Australia Volkswagen had been induced. Can you 
tell us what the inducement was and what the resultant 
rise in the price of Wolkswagen was? 

MR. ELDER: I couldn't tell you this.” 


We dia find an Australian study of the automotive 


sions Gt eis saat Mom PE, we Te a 
Ho .noliumants werivach Ut en@itskeenoaes eged 9 
Seamed: aiReir om daw vex, tadd: peelndaue, neue 
Wimmer th tiedt obsess: att no. nattes end. ye a4 

at wily, wot tivencemitiveques eft tatze ef wate |, 
-eioatieny sidearm eit et onatnaevie ovtghdsanes, 
oy Deotemoum. viceiemg I mas .ae a 


nitesneb set Ie nolteegte os atergmt Ekaw OF 


. eie0uborg 


a “tiemwe .~ibaicse: afien  <mAMAEAND aHt 8 q 
& arkenbat ko ythtictedtd-ede cebtgnae of eo cn made ov ie 
- | I O86 ,absas0 mk South so dsfd apimagnoo aort seen? at 

. 3© heiens writes ce Ft dota OM eEE ange wom! ot gary | or 
| . Siuew stusweashat seont Io sao ders SalYeenaye voy * 
7 


7 3 hedoaet Said Lt xed sators. att afenintiie ag ad an 
Uiw Gevwiees aA .dtaordgo ta susdeegzec AZ&STOS e 
a3 ylemra unifies deeesat att wd aeyig sasdnevbs ait 
YS RS MOY Svsg PH ieeoh gsnse wea 7 feguessgq ef 
Ste eae BE atte ystq” 

ie | oimese 32 0 ig am 


. Wstous I. cer eevewell <cHAMRIAHO MT 


HOY asd “Ldgumbhet crmed Sael iti (fov atlantis we 


. tid vesr oid deri bas new deraerscrgtbnet lesiead dacv wifes iP 


- 404 - 


hie 


ent 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


> 


2 
mn 
x(@l 
o 
oe 


industry, or a report on the automotive industry, 
and we did pull this figure from it of 16,700 units 


produced in 1958 in the Australian plant. 
What the consumers of this 


THE CHAIRMAN: 


country are interested in is how much they have to 
I am concerned 


as well as the worry about price. 


pay, 
I am concerned with unemployment in 


with Windsor; 
Windsor and I ai concerned with the manufacturer, 


but I am also concerned with my farmer friend who 


was here this morning and I have got to weigh 
There 


what these things mean in terms of cost. 
is a balancing here necessary, you see. TI have 
a feeling that this means quite a considerable 


protection if we pe:suade them to come .. 
Chairman, at one time -- 


MALY BLDOER te © Nr 
and please don't hold this against me -- I owned 
an Austin automobile. I had occasion to go into a 


parts supplier -- this was in 1949 -- and I had 
So that the user 


poepay 61.12 for avlignt bulb, 
of an imported automobile doesn't usually save ioney 


on replacement parts. 
been rectified. 


Maybe this situation has 
You will SpiL.le Land then 


I don't believe it has. 


high on replacement costs. 
THE CHAIRMAN: You raise here a proble:n 

that I know of no way of investigating, but I will 

state it. We continually talk about the cost of 


a oe 


aden avbdersdye ene se d¥sqen s qo , wrveubat | 
_. Rékay CORRE 9. 4h LOeT seen ale Lena bAb ow Baw” 


nag. aagheteauh oft at S822 mt beeubomy | 


6 


abedd 86 amerganos Sc ted yAAMAIAHO FHT ; 


- 


ad svat ywadg doom war 8h Gl hedeetedal em yivaves 


heragedse fe I ,soheq veda ertor ofd ga Flow #8 .Yad 


{ 


4 oF 


) Ai gromaleeeot odin Qearsenes wa I geeabakw poy 
etre 


x i 


teuitogtiaas add aiiw tormgeoneo te T bag soebmry 


nm Hee ie t 
: : eae oe ys 
J 2 5 « 7 3 1 » + ws ’ tes 
ace Baste) genres ee Viiv bersasien oats opt sug 
a cr Pah J av 


igtse ag gn seed I hae Saiawen sid? over. daw 
+” os * it : ; x, it eal 
ayers son. io amged nl meer ennlay ced? Jany 


evel I .9a5 Way ,yesenesen ema ontonsiad @ af 


@ok? ate da yhersled) .2, sae «hl 

. | borwe [ => af dasiege alia pied ¢'aeh pegelq Ons 
otst 9m So sekasena fot ©  .elideuetve alvavA oe 
best I Sire =m, G8bf ab waw else == eed fqaHE eite¢ 
eB 10% Si.fe yaq od 


ra re fad 
4 Leo; 


raner ever vilavay @nased siidedeups Bagtognt as t¢ 


ae 
on 
Sag 
AY 
ake 
he ea & ntl : 
oy 
on 
3) 
‘ey 
a 
=. 
4 
by 
ha 
i] 
“ 


,n¥eaqg drenmeonfaet no 

Weltitfosy nyse ani mehgautte asad seyen 
cme Pak Sh eee ffiw ey fat FE evetfed vg’ rob = 
.etade Inewecatqeay ac Agta 


relvand e scat @pfet ger  sMAMLDAHD ART 


7 a a 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


a WEOS 


a car as though this was the cost -- the price of 
the new car. If we could get down to figures 

about the cost of 100,000 miles of operatién in 

a given period of tine and compare this for different 
v‘akes of cars, domestic and imported, I suspect 

that we would receive soue very considerable 

shock but I don't know how to get that information. 
Have you any idea of a source of information 

of that sort? 


MR. ELDER: Probably you would need a 


very large staff of auditors. 

THE CHAIRMAN: Well, your company's 
records -- 

MR, ELDE?: Probably our sales tax 
auditor could give you a pretty good idea on that. 

THE CHAIRMAN: But I have got to take 
a wan who has bought a car, driven it and then 
turned it in and had another one. He has had 
repairs; he has bought gasoline and oil and so on. 
We are always thinking about the capital cost 
at the time we make it. We say that this cost 
$3,000 and that cost $2,000, but I think we are 
buying rather irrationally because we don't know 
what the real cost per ‘nile of servicing is going 
to be. It involves the rate of depreciation 
of the car, the aaount of repairs, and the cost 


of the repairs, the cost of replacements and 
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so on. 


That is why I followed up your remark 
about the high cost of the bulb. 

I suppose if I could produce such 
comparable figures I might be under strong pressure 
to keep them quiet; but they would be extrenely 
useful in that they are the only basis on which 
a really intelligent comparison of cost can be 
made. 

Well, now, to get to the autouatic trans- 
mission: You aren't quite as optimistic as the 
last two gentlemen who have appeared before ne, 
who were quite clear that this is something we can 
make and should make. What you are saying is that 
we should make some of the components? 

ME. BLDER: yes. 

_HE CHAIRMAN: You are really proposing, 
it seens to me here, the kind of integration with 
reference to one piece of the earthat I have been 
exploring from the point of view of the whole car? 

MR, ELDER: Exactly; we can make trans- 
mission casings, certain gears -- forged and cast 

gears. 

THE CHALRMAN: And you wouldn't be worried 
about the appalling “dependence on the United 
States" of an arrangement which permitted your 
Windsor and St. Catharines and so on firms to be 


operating at high capacity production of vhese 
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soods for their assembly in the United States? 

MR, ELDER: No. We are told that there 
48 a customs problem in that the part has to be 
identified when it cones back into this country. 

We believe this can be overcome. We aren't concerned 
as to its coming back into the country as long as 
weitake in so many transmission. end export so. many 
housings. 

THE CHAIRMAN: This is very much off the 
cuff, but 1 ai only beginning to think of the 
possibilities. You explained that the 25 per cent 
is again up for negotiation. I suppose we have, 
at that point, a chance of saying: ‘We will 
continue free entry as long as you start buying 
components "2? 

MR. ELDER: Yes, exactly. 

THE CHAIRMAN: A very interesting possi- 
DLLiIty. It is my plan that I have been exploring, 
but broken down into pieces instead of applying 
it to the whole car. 

MR. ELDER: This would have to be explored, 
to be of any use, before October Side 

THE CHAIRMAN: I can assure you that 
although I am anxious about reporting, I am not 
going to report before August 31! 

Well, now, on Canadian content. You 


are worried about items here. Will you be more 


- yet. } 
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I believe you will find 


specific? 
Yes. 


3 
MR. ELDER: 
that if the General Motors plant, for example, were 


located at the North Pole and they imported all 
their components they would charge the transportation 


cost on those components to the plant as Canadian 


content; therefore, if their plant were far enough 


moved fron the border they could probably get 


away without any Canadian material. 
THE CHALRMAN: It would mean a lot of 


employment for the railways? 
Yes; therefore, we feel 


12 
13 
MR. ELDER: 
14 
that there are some items -- if the Governnent of 
Canada did not wish to have 60 per cent Canadian 


15 
content they could, perhaps, review the component 
iteus which enter into Canadian content. We 

aentioned some of thein in our brief. 
Let me take it this way. 


19 
THE CHAIRMAN: 
Suppose, instead of General Motors locating at 


the North Pole, they were buying a component from 


WMANGBSOR®. os 
MR. ELDER: Yes. 
and taking it to 


THE CHAIRMAN: 
Oshawa, and this was sold to thei by an independent 


Would you consider that they were 


producer. 
entitled, as to Canadian content, to the Windsor 


price or the delivered price in Oshawa? 
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At the present tine they 


MR, ELDER: 
are allowed to take the delivered price. 
Wouldn't you think this 


THE CHATRMAN: 
Are you only concerned with em- 


was reasonable? 
ployment in Windsor, or about the transportation 


people? 

MR. ELDER: It depends whether we get down 
material content or continue probably on the 
basis we are at the moment. 

THE CHAIRMAN: Material content? You 


withdraw wages, then? 


BLDER: Yes. 
None of the labour involved 


MR. 


THE CHAIRMAN: 
The 


in assembly? 
MR. ELDER: It needn't be included. 
automotive industry is the only industry which 


operates on a content basis. 
It is the only one which 


THE CHAIRMAN: 


imports free of duty, which suggests that Windsor 
and wouldn't be big 


would be a much smaller place 
commission. 
are items which 


mough to enploy an industrial 
there 


ELDER: I think 


MR. 
could be excluded. 
THE CHAIRMAN: But are there some more? 
the North Pole. What 


We have had transportation to 


T have been told -- and 1 


else? 
MRae ELDER: 
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cannot support this, Mr. Chairman, again because it 
comes from a parts supplier -- that in years when 
certain automotive producers were low in content 
they went back to the suppliers and asked then 

(1) to increase the cost of goods purchased that 
year, in order to increase their content; and (2) 
to bill them for the first six months of the 
following year so that that could be included as 
content. 

I don't think content regulations were 
drawn up with that in mind. Perhaps stricter 
administration of our content would bring about the 
desired effect. We want nore Canadian material 
and then we will have the wages. 

THE CHAIRMAN: You don't want more material 
content to the point where the cost of the car is 
raised so that you lose production, do you? 

MR. ELDER: No. 

THE CHAIRMAN: You keep talking -- all 
of you keep talking -- well, not all of you because 
occasionally the farmer comes in -- you keep talking 
about "we can do it", "we have efficiency, "we have 
the'know-how,!" "we are efficient." Then I ask 
you the question "Have you the volune?" What you 
really ean is: ‘we Wmow how; we have the efficiency; 

and within the linits of the market we can GowLes 


but this means your prices will be higher.” And if 
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At times you worry ine in the 


Ghiss 
MR. ELDER: Mr. 


we can substantiate. 


MR. 


say: 


THE CHAIRMAN: 


to hear of such things. 
nard to believe that companies which are competing 


oe ae 


they are much higher you are notycoineeto sell so 


many cars, and if you don't sell so many cars then, 


no atter what content you hit, you don't sell 
You have got to be awfully care- 


so many parts. 
ful not to be so concerned with "content" that you 


way you present 


kill the industry into which the “content” goes. 


I am saying 


Chairman, 
that you will find that there are many parts which 


can be produced in our present volume in Canada 
more economically than in the United States. 


As I have said, I have one or two examples that 


I should be very happy 
1c isseoing tombe a tittle 


so strongly anongst themselves should refuse to buy 


a part cheaper and buy it dearer.If this is true, 


I think we need some psychiatrists to deal with the 


executives of these three companies rather than 


any tariff or anything else. 
Mr. Chairman, I am convinced 


ELDER : 
that they are operating at such a high level that 


what the buyer is doing. 


they are not acquainted with 
The parts supplier will come to these companies and 


"we can quote on this particular item." 
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Quite often he is told: 


eile 


"Vou can't make this . We 


are bringing it in duty-free anyway. We don't want 


a price on this part.” 
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Now, if the content starts to slip -- 
and we have always depended on the content -- they 
then will come back and say you can make this, 
we want it made here. We have had a man up in Windsor 
from the central States taking notes and everything 
else because they cannot produce this same item 
as is produced in Windsor. We had an item nn display 
at the automobile show which is not produced in the 
States and everyone was wondering how it was 
produced, and it is on the free list now and the 
Americans never learned how to make it. 

THE CHAIRMAN: You are not exporting it? 

MR. ELDER: No. 

THE CHAIRMAN: Why not? 

MR. ELDER: We run into difficulties exporting 
to the United States. 

THE CHAIRMAN: What are the difficulties? 

MR. ELDER: We have run into other problems. 

THE CHAIRMAN: If you can produce it cheaper, 
I mean cheaper by producing more -- 

MR. ELDER: We did that on one item not 
too long ago, and the argument that is given us in 
the United States is that we have this plant already 
set up, with machinery purchased, men employed. 
Even though you can produce it more cheaply, we are 
not going to lay these men off and let the machinery 
rust. The unions won't let us, among other things. 
This doesn't apply only to the parts industry. 


After one shipment went into the United States a quota 
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was put on it which completely eliminated the 
exports to the United States. We run into these 
problems all the time. 

Incidentally, I am not usually on the side 
of the labour unions as such. We had the same 
prablem on another item exported to the United 
States. U.A.W. was complaining of a purchaser in 
the United States because they weve buying 40 per 
cent of their requirement in Canada. By getting 
hold of our own U.A.W. people, Mr. Burt especially, 
discussions ended up with US getting 50 per cent 
of the business. We have been successful in helping 
overcome problems, but not altogether successful. 

THE CHAIRMAN: Commonwealth and Canadian: 
the reason that you recommend that the content 
provision change from Commonwealth to Canadan is not 
So much because of any present provision but because 
of the fea. that something may happen soon. 

MR. ELDER: Absolutely. 

THE CHAIRMAN: And particularly it is concerned 
with the possibility of what you treat as a desirable 
event, the assembly in Canada of English cars. 

MRATECDER sm Wess 

THE CHAIRMAN: I don't know if this is a fair 
question to you, but what amount of content as at 
present interpreted would be achieved as a result 
of the simplest assembly of the producers? In 
other words, if the English import most of their 


components, that they do assemble here. How much is 
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that? -= 25 per cent? 

MR. ELDER: Not having studied it, probably 
an absolute maximum of 20 per cent -- an absolute 
maximum, 


THE CHAIRMAN: I tried to interest them 


at the session yesterday about buying tires, and 

one of the explanations was that it was then more 
expensive to bring over, they can't drive them to the 
port. So not only would the tires be dearer, but 

so would the cars, 

You urge standardization on the industry. 
Can yeu suggest any way by which inducements can 
be provided, or how do we move to standardization? 

By edict or by tax inducement, or what? It attracts 
me, but nobody has yet suggested -- everybody says 
standardize, but nobody has told me how to get it 
moving. 

}.32. ELDER: I think by government encourage- 
ment. Now, encouragement can be by leaving certain 
items on the free list and removing certain of 
them from the free list. In Canada every manufacturer 
uses a different car hinge. I was told by one 
producer that he said he would set up a plant 
for that, and he was told that another plant would 
be set up in opposition and put him out of business. 
There is tough negotiation for these people when 
they apply for automatic transmission importations,. 
It leaves a very stiff bargaining club in the hands 


of the Prime Minister. 
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THE CHAIRMAN: I am not much of an 
automobile manufacturer, but taking the models as 
they now stand, how much change would be necessary 
to have a standard door hinge for G.M., Ford and 
Chrysler? 

MR. ELDER: I am not an engineer. I couldn't 
Les you, 

THE CHAIRMAN: They would have to be 
re-designed. 

MR. ELDER: Probably. 

THE CHAIRMAN: But once you break from this 
wouldn't this also raise other costs? 

MR. ELDER: I don't think so. Tires are 
pasieally the same, wheels are basically the same, 
hub caps, spark plugs. I think it could go a 
bit further. 

THE CHAIRMAN: And you think that the 
tariff cen be used as the instrument to encourage 
it? 

MR. ELDER: To convince them more 
seriously about this. 

THE CHAIRMAN: You have to make it more 
profitable for them to standardize or not to 
standardize. Here I am displaying my views. I 
don't think it is any use relying on pleas of 
goodwill and be good citizens, and So on. I think 
we have to play the game so that it is more 
profitable, without, in the process, making it 


less profitable for the consumer to buy cars, or less 
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attractive for the cnnsumer to buy cars. 

You have a good deal to say about National 
hevenute, and, as I ’see*' it; there are two sets of 
recommendations really. One is that National 
Revenue administer the law, and the other is that 
the government changes the law that National Revenue 
administers. 

MR, “ELDER: Yes". 

THE CHAIRMAN: “The first set are rather 
easier to deal with. This was that at the mement 
there are administrative rules water down what ®rpears 
to be the intent of the legislations; is that 
right? 

Mi. Ul Ene nae 2s rigny, o2rs 

THE CHAIRMAN: Perhaps you would just 
illustrate this, for instance, with reference to 
the split billing. You would say this is an 
example. 

MR. BLDER: Yes. 

THE CHAIRMAN: And is it your view that it 
is increasing? Is) it changing’ or 1s 1t “a condition 
that has always existed? After all, we have just 
done something to Europe which has been in 
existence for 12 years, and we are dealing with 
Something that has been in existence for le or more 
years, or is there a trend towards greater 
generosity in interpretation? 


MR. ELDER: I think there has been a trend 


to more generosity. I think the revenue man can explain 
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it more clearly than I can. We allow split billing 
on some items, we do not allow it on others. 

THE CHAIRMAN: I suppose I will have to go 
to school: with National Revenue for a-while. 

Those are extraordinarily difficult issues. 

The other: side is the kind of revision, 
if we start talking of changing legislation. What do 
you propose here? Do you want to get away from 
the present class 'not made in Canada"? Would you 
go to the alternative of not making them all dutiable 
and requiring the manufacturer seeking exemption 
for particular items for particular periods? 

MR. ELDER: I think we would, because we 
have items in Canada which we can't build, and when 
the legislation was passed we had perhaps 7 million 
or 8 million people in Canada, and now we have 
fy miliionr. 

™ik CHAIRMAN: Some of the people who argue 
this change in the rule are thinking that thereby 
we would force a greatly increased use of Canadian 
parts and are concerned about the extra cost. 

What I suppose I am wondering is whether, assuming 
that things were exempted where there is a cost 
disadvantage -- and these are the things now on the 
free list to a considerable extent -- would the 
change in requiring a different party to ask for 


the exemption, the buyer to ask for the exemption 


rather than the producer be classed as made in 


Canada, would this give an advantage to guarantee that 
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1 rather more of the things that can be produced, 
2| ‘that is to say, at a price competitive with the 

3 imports -~ would it increase those significantly, 
4 or are you really looking for a way of increasing 


5 protection and getting more things produced which 


6 can't really be produced competitively? 
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i MR. ELDER: That is the $64,000 question, 
Z I believe. 

3 THE CHAIRMAN: I think the reason I asked 
4 it is partly not to indicate that one should 

5 approach this with different expectations and in 
6 the expectation now of gettingin on the free list, 


7 but on the other hand the thing is of real concern 
8 to keep this industry alive and flourishing, 


9 and although it will not make all that difference, 


10 there are things which we should make and make 

11 cheaply that we don't dare try because we get our 

i LO per cent.) and -sou0n, ahd. I am asking: you if it is 
13 put on this less exciting area that you still think 
14 it is important. 

15 MR. ELDER: I do, sir, yes. I have come 

16 across all kinds of items which are on the free 

17 list and which at various times are produced in 

18 Canada because of their content requirement, and the 
19 tooling is made in Canada now for many of these 

20 items which are produced in the States. They say 

21 we cannot make them in Canada, and we do make 


22 the tools and dies and export them to the United 


23 States. We need that employment. 


24 THE CHAIRMAN: Well, I think that this 
25 elucidates the points that I wanted to follow up. 
26 I thank you for the admirable presentation, and I 
27 can assure you that that it will be given still 
28 further consideration. 

29 
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We stand adjourned for today until 
9.30 o'clock in the morning when we will start 
with the Automotive Parts Manufacturers! Association 


(Canada). 


-~-- Whereupon the hearing adjourned at 4.05 o'clock p.m. 
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ROYAL COMMISSION ON THE AUTOMOTIVE INDUSTRY 1960 


Ottawa, Ontario, 
27th October, 1960. 


---Held before Vincent Wheeler Bladen, Commissioner, 
at the Parliament Buildings, Ottawa, Ontario. 


PRESENT: 


Mr. C.D, Arthur ) Economic advisers to the 
Commission 


Mr. S. Stykolt ) 


Miss E, Leiteh Secretary of the Comission 


Mr. L.P. Kavanagh Administrative Officer 
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SUBMISSION OF AUTOMOTIVE PARTS 


MANUFACTURERS' ASSOCIATION (CANADA) 


Present: Mr. J.C. Armer, 
President. 


Mr. D.S. Wood, 


Executive Vice President 
and Manager. 


THE CHAIRMAN: Mr. Wood? 

MR. WOOD: Thank you, Mr. Chairman. 

I was going to introduce Mr. Armer to the 
assembly here, and I am quite sure he needs no 
introduction. I am very happy to have him at my 
right hand as the President of the Manufacturers' 
Association, the association which embraces those 
people who manufacture the parts primarily for 
original equipment. 

In making a public statement on behalf of 
the automotive parts manufacturing industry in 
Canada we should like to quote from a speech made 
by Mr. James E. Coyne, Governor of the Bank of 
Canada, on October 5th, 1960, at the annual meeting 
of the Canadian Chamber of Commerce at Calgary, 
Alberta. The people of Canada should have the 
greatest respect for pronouncements from this 
source having to do with the economic welfare of 
Canada. Mr. Coyne, only a few days ago, said 
"We cannot expect to go on indefinitely buying 
goods and services from abroad in amounts greatly 

in excess of our exports, that is, buying on credit 


on a scale which requires large further increases in 
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our foreign debt. We must therefore face the 
prospect of suffering at some stage a major 
restriction in the supply of goods and services 
available for consumption and for expansion of 
capital facilities in Canada, - or else we must set 
about providing for ourselves an amount of goods 


and services made in Canada through the employment 


of Canadians, in replacement of the supply from 
outside upon which we have been so heavily dependent 
for the past decade. The sooner we can make 
substantial progress in this direction, the stronger 
and more secure will be our economic future and 
national integrity.’ He goes further to say "Our 
annual average of unemployment amounts to approximatel 
6% of our labour force, and there is unutilized 
productive capacity in our factories and service 


industries. 


‘The provBion of jobs for those not now 
employed will, however, only result in an increase 
of exports or decrease in imports sufficient to balanc 
our international accounts if we make that our 
national goal and bend all our efforts to that end.” 
‘For increased employment to have such a 
result, the main endeavour, the one W<th the 
biggest potential and chief hope of success, must 
be in the direction of replacement of imports by 
increased production in Canada to meet our own 


requirements." 


‘Tm agriculture, which is still the most 


important employer in the field of export production, 
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1 the trend of employment has been downward for years, 
2 and with increasing mechanization seems likely to 
3 epntinue to decline." 
4 Employment in other resource industries 
3 which provide our major export products is not 
6 likely to show a strong upward trend. We naturally 
7 hope, and with some confidence, that resource 
8 development throughout Canada will continue to 
2 grow, particularly in the less developed areas, and 
10 that exports will show some degree of growth, but 
11 we should recognize that we cannot count upon a 
12 sizeable over-all increase in employment in these 
13 fields - other than the temporary employment 
14 provided when construction of new facilities is 
15 being carried on - and certainly cannot count on it 
16 reaching anything like the magnitude required to 
17 take care of our present unemployment problem or 
18 future growth of the labour force.’ 
19 Now, in its brief which the Automotive 
20 Parts Manufacturers! Association (Canada) submitted 
21 first to the federa] government and later to the 
22 Royal Commission established to inguire into the 
23 automotive industry in Canada, we drew attention to 
24 the rise in unemployment in the parts manufacturing 
25 industry. We traced the history of automotive 
26 and automotive parts production in Canada over a 
a period of ten years and showed how the declining 
sia percentage of Canadicn production of automobiles for 
“ the domestic market affected not only manufacturers of 
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1 automobiles and automotive parts, but producers 

2 of primary materials as well. In short, the 

3 unemployment engendered in the automotive industry 

4 is highly cumulative in its effect on many other 

5 industries, as well as on many services. 

6 In fact we in the parts manufacturing industry 
7h have made positive pron tals to the government which 
8 if implemented would go a long way towards 

9 achieving the ends which Mr. Coyne states are 

10 necessary for the economic welfare of Canada. 

11 The Parts Association attributed the loss 
12 in employment in the parts manufacturing industry 

13 to the heavy importation of cars from the United 

14 Kingdom and Europe. Imports from the United Kingdom 
15 in particular were and still are rising rapidly 

16 at the expense of the Canadian automobile industry 
17 as British cars were and still are free of customs 
18 duty and were undervalued for sales and excise 

19 tax purposes. Twenty-five ycars ago we exported 

20 30% of our production but now it is imports of 

21 foreign cars that account for one-third of our 

22 domestic consumption. 

23 We note with considerable gratification 

24 that the Department of National Revenue has 
25 corrected the value for duty and taxes of autc~ 
26 mobiles and replacement parts. This is a p~oper 
27 move and we urge the government to strongly resist 
28 any proposals by affected parties to restore the 
29 previously incorrect values for duty and taxes. 


30 


apt Anogle a he BB 


yitaghet ANdtouctps pat pt Jenpheepne semenetametnt 
| 4. Mathto somes ip Sos hte agt ot pytetvmio pie et 
he Gaoivaes em no 28 flow es astyiayhat 


. ba Pats 


bestest Rr aaabeads TUBE APSR asd At Aw fast, AL + 


| foldw tosmeneros a) oF Mearncenq eutdteog stem eae 
Disko, bajgsmatcupt at 


. 


| S16 estate KOO aH dolde phos end yalyeteos e 


ANEY 20 Somit ow aimenoge gis AO] Vadaeosa ‘or 

eeol oad fosudhsags noigetonens 2tust on? | \ 
yitevbal prigetoedered aotaq adt at speryotame Ae M 

f gin Fe Hons STA 20 Sndcatsoqms UY SOF) adit 2g I" 

mo paid flow ont mort atgoam: .SnQaped ong sopyal? et 


re rere : “| = r 2 ' .2 - P * , aprarck ra aa? 4 t 

VIBSHPne, SEC QHORMs ABs Rse62 Abs cided EASES oe Mri iy ot 
. Meyer ee ee eee Tee Te ee | ret agen 

+ i, — we tr +. . om ; » ~ “t fe 
mosveus to soy} ere £f298 DAB ataw. geo Messi ae Ti 
if peerony wettest Tete Le es Calis meee eee Ae hol eee Sa dca nek Deakin A aaa adcay ON rs 

ate Le *, ra 4 - ae . . . 


MIXS OF ORS SIROY AVLS-YShEWs .seeoqing say 


Seogis st di vom dud gelgoppods tue te ROE 


"No to Onin no 2O% IeuoI28 Gedy STs> ORLAILEy & 
ho i 
Holgomysios. slveqnop, . * 
¢ fon Ff t >rry ' 4 orn Tar ae? J 
fre ; AS a : 74 ; Al hm k ars te SII). " } 
Sot ry _~ iT. F. > sift Ge +, pre afl « ». a 
asf Sune En Lang dak to, dpampseded sqs: Lage . 


~A%ic ect mers 
‘2 rT. ~~, r= fee i 1k, | Ras . 
ae t . : <2 =. 


at 
at de 


2, Re ciiey eft; bedasanep. 
$sq7""},.6, 61 elet.. . Riag cnpaegeiggt. bna. aoitcom 
SPiaeT, URIS, 08 SHemsAyRR ont eBay en, Ona aRaR 
adit, oTndpas of, eattpng. silted pinaiaisibed ates 
OSS. HE, Rob. Om Gouker. tpeuapome: {Sku hey 


~ ae ate 


ANGUS, STONEHOUSE & CO. LTD. = LOT = 
TORONTO, ONTARIO 


1 This is the condition that exists today 

2 and for the foreseeable future in the Canadian 

3 automotive and parts manufacturing industries. The 
vi pressure is ndeed stronger for the United Kingdom 

5 and European car manufacturers to sell more cars in 
6 Canada for they are facing more competition in the 

7 United States where all must also hurdle an 83% 

8 tariff. The “Automotive News" published in Detroit, 
9 issue of September 26, 1960, in a feature article 

10 headed "Foreign Auto Firms face crisis over U.S.", 
11 Says in part - ‘the fall in exports to the United 

12 States has led to reduced orders, production cuts 

13 and lay-offs in some countries, and a stepped-up 

14 campaign to develop increased sales in export markets 
15 outside the U.S.A." Elsewhere in the article it 

16 states - In Canada this year, to the end of 

17 July, British car sales have gone up from 30,000 

18 to 607,000 .' And why shouldn't they so long as 

19 the Canadian automotive market remains completely 

20 unprotected against British exports. 

21 The Parts Manufacturers! Association has 

22 not simply entered a protest against this 

23 competition. On the contrary we suggest that 

24 incentives be provided for car manufacturers to 

25 produce cars with a high Canadian content thereby 

26 providing increased employment of Canadian labour 

a7 and materials. The method we proposed was one of 

28 progressive excise tax exemption based on a 

29 progressive achievement of Canadian content, coupled 
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with a preferential duty 
increase in the low rate of duty on cars from 


2 
most favoured nations. 
We have been informed that this proposal 


is not possible under GATT, 
GATT must undergo a very critical examination, for 


of what value is GATT to Canada if a slavish 


adherence to its principles costs us a major manu- 


~4poB 


on British cars and an 


If such is the case then 


facturing industry, employing thousands of workers. 


But we believe that our proposal is legal 
under GATT, We are proposing that a flat 15% 
excise tax be applied to all new automobiles sold 
in Canada, Canadian produced and foreign alike. Then 
we suggest a reduction of 50% in the excise tax 


provided the automobile company achieves a prescribed 


measure of Canadian content in the car it markets 
We go one step further and suggest that 


higher prescribed 


in Canada. 
the excise tax be eliminated altogether if the 


automobile company achieves a 
We maintain that our 
coupled with the 


measure of Canadian content. 
applies indiscriminately 


proposed excise tax schedule, 


Canadian content reyuirement, 


21 
22 
3 to all countries including Canada. 
24 We suggest that the excise tax/Canadian 
content proposal is not one to be dismissed 
It should be 


without giving it full consideration. 
studied at its face value, as mhonest attempt to 


maintain and promote employment in this country. 
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In this public statement, Mr. Commissioner, 


1 

9 I have made some reference to Australia which I 

3 dont think adds particularly to our remarks, and I 

4 am deleting it from this particular feature. 

5 Now, in the field of tariffs we have 

P maintained that along with the excise tax/Canadian 

7 content proposal there should be a customs duty placed 
8 on cars and automotive parts from the United Kingdom 
9 and that the duty on cars imported from most favoured 
10 nation countries should be increased. The 

11 Association is of the opinion that the combination 
12 of these two proposals would place our automotive 

13 and automotive parts manufacturing industries ina 
14 healthy position where they could compete on a 

15 more practical basis with the imports from other 

16 countries. In this connection it is noteworthy 

17 that no automobile producing country in the world 

18 admits automobiles free of duty as does Canada. 

19 In addition to these principal proposals we 
20 also recommended in our brief certain changes in 

1 the automotive tariff schedules which we are 

22 convinced will be instrumental in developing more 

23 manufacturing and employment in Canada. The change 
24 of the term "Commonwealth content to ‘Canadian 
25 content" is without question the most important of 
6 vhese. 
27 Other proposals could undoubtedly have been 
28 made and we could have spoken at great length about 
29 the importation of automotive parts alone. However, 
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we have no doubt that if our present tariff, 


1 

, excise tax, and Canadian content proposals are 

: adopted we would have little heed for concern over 

, the importation of parts. We emphasize the fact that 
: it is the continued and increasing importation of 

. automobiles which is most damaging to the parts 

: manufacturing industry in this country. It is for 

: this reason that we recommend that the problem be 

: attacked at the source and that incentives such as we 
A propose be provided to produce cars in Canada rather 
i than importing them so freely from other countries. 

i We also suggest, Mr. Commissioner, that it 

13 is necessary to examine the problem in its proper 

14 perspective, and one perspective is an area where 

5 differences of opinion exist between individual parts 
16 manufacturers and their customers. It is what we 

Vy now call tne area of irritation. Speaking for the 

“a parts manufacturing industry as a whole, we believe 

19 that such differences of opinion should be the 

20 subject of negotiations between the parts manufacturer 
91 and his customer. It has been the experience of our 
2 more successful parts manufacturers that forthright 

93 discussion with the customer has created an 

oA atmosphere of mutual respect which has led to the 
95 Solution of the differences to both the short and 
2% long-term advantages of each party. 
7 It is with these comments that the Associatio 
28 replies to many of the charges that have been made 

99 this week before this Commission. We do not believe that 
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a public attack on this area will solve the real 
problem, and we do not intend to expend our energies 
on side issues. The real problem is in the area of 
imported cars. Let's take heed of the perspective, 
because when a car is imported we, as parts 
manufacturers, lose 100 per cent of the parts that may 
go into the production of that car, as well as the 
maintenance parts that follow. If we solve the 
problem of the imported car along the lines we propose, 
I don't think we will need to be too much concerned 
about the parts. 

Thank you, Mr. Commissioner. I am at your 
service. 

THE CHAIRMAN: Thank you, Mr. Wood. 

I am particularly interested in your last 
statement, and I rather think you might like to say a 
word about the perhaps misleading statement by the 
Province of Ontario. 

MR. WOOD: I would be very happy to. 

THE CHAIRMAN: The suggestion was that 
certain remarks in their brief in regard to the 
releasing system were put in at the request of your 
Association. I understand that is incorrect. 

MR. WOOD: That is not correct, Mr. Commissioner; 
we did not request that that be put in by our 
Association. I do believe that the Province of 
Ontario, in preparing their prief, discussed problems 
freely with the individual parts manufacturers, and 


it is quite possible that they would have picked up 


ae 


“rbd ve 
Siem 7 


hig og ev flow. Bhiew 5358 ehh Sete 


sakerons wie. bees: ott pos teit toa ae — 
w im 7 ais d 
To Sores ont out at. aekdors Leet off 2 


Ast ite 7 
or Yo hast wlet o' soak ed 


= 


* ay Lkmedt ease 


aevtsg 26 si nodeoqmt ef wax e os voce 


eam det sta od te toe tom OOF onel Oe ee 


att as EFfow as .140 teat to. a aaa ead: asa Og ¥ : 

sgt sifeg. av fi WGLlot gedd slisaq esc BnR 8 
,~shoqetq sw goalé ant aaeks aso bodseant ent to Later @ 
bammoncs dau oot ed ot besa LEle ow vated F'a0b I at 
atte odd duos ti 

) tee Fe ms § ,istekegloses .ue .voEg Haat | ey 


-Soiveee TEE 


foal .0H weg Maen ¢HAOEEAHD SRP jet 
dani wvey al Segsotetah yidsiookotaqd ms t jet 


& Yat of Sil Hipim poy maine tedges E RHR . eremeatsia al 
ony yd dnemedsts anlheastaim agecteq es dreds biow Al: 


<GP9RUAG Yo soniyors at 


7 -09 UjGan wiev ed binow Y sG00W ,AM ef 
| 
Bs 

i Tent sev neltJeomme sarll «MAMITAHD Get ok 


an? ot Sya9e% al Yeiua viene ab seaemed sissies ive 


toy, to deeupet end de al duq evew medeys aniaselat “a 

:foertesnt el tedd baateteboy I Wotdatoosea i 7 

tteriolsetinme) .14 ,Joomws den el Fenty 1000W , iy ” ‘ 
suo yd at Juq od Gadd dads decupet don bP ow 


to sonivoev! ot vedg syeiied ob J. suit ethies nea 
ameldonq bosavoerh , tained “hand se tveqerg al inet 
bas ,nxerutoetvuen edieq Lauhivibat oo me Ylew {e 


rh in 
’ gu DSexiots sven big ver sed oldie sa oe : 


poe: 


= 


ain 
na 


i" 


= (AM didnot) 


— 


i) 


ANGUS, STONEHOUSE & CO. LTD. 4 
TORONTO, ONTARIO . De es 


certain questions in the area -- I believe you have 
used the term "beefs' rather than items that might 
be the subject of our brief. 

Now, I have no doubt that where there is 
smoke we may have a bit of fire, but, speaking for the 
industry as a whole, the area is one where the parts 
manufacturer has complete freedom to discuss with his 
customer. There is no earthly reason why he should 
not discuss it with his customer -- you are speaking 
of the release time -- and we in our Associlation 
discussions on the problems facing the industry did 
not even have that one brought forward as an industry 
problem, and we wouldn't dignify it to the extent of 
even commenting on it in our own orief. We recognize 
it as a side issue of no real importance to the main 
problem before us. 

THE CHAIRMAN: You don't want to comment on 
it now? 

MR. WOOD: It is not worthy of comment, 

Mr. Commissioner. 

THE CHAIRMAN: It was a matter of some 
amusement to me that in your remarks you left out a 
paragraph or so which were included in the mimeographed 
version which I studied last night along with the 
brief, namely, those dealing with Australta. Clearly 
I have to look at Australia as an example of a 
small country that has built up its automobile 


industry, but I would be interested to explore with 


you the crest of pbuilding it up. 
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1 MR. WOOD: Of building up the industry? 

2 THE CHAIRMAN: Yes. You say: “Australia, 

3 like Canada....', and so on, ‘that Australia has 

4 taken active steps to promote its own automotive 

5 industry. This has been achieved in the main by a 


6 tariff of 25% on cars imported from the United Kingdom, 
4 274% on cars imported from Canada, and 35% on cars 
8 imported from most favoured nations." This is a 


9 pretty high protection, isn't it? 


10 MR. WOOD: Definitely. 

11 THE CHAIRMAN: Were you here when Mr. Gleave 
1 was “here? 

13 MR. WOOD: “Yes. 

14 THE CHAIRMAN: Will you be here when the 

15 Co-operative wheat producers come? 

16 MR. WOOD: I certainly hope so. 

17 THE CHAIRMAN: Do you think I shall have 

18 an easy time when I suggest to them that tariffs 

19 of this level should be imposed on cars in Canada? 

20 MR. WOOD: I don't suppose you will have an 
21 easy time with any opposing factions, Mr. Commissioner, 
22 any more than they will have WLM -yow.. 


THE CHAIRMAN: Suppose we went along with 
this. Have you any idea what the price of a car 
in Australia is? 

MR. WOOD: Yes, I have, and I think it is 
much higher than the price of a Similar car in 
Canada. I say a similar car because I do believe we 


have some Australian made cars which are more along the 
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f, 


line I suppose of what has been happily called the 
Beaver. Apparently that does sell quite well in 
Australia, but I don't know the price of the car. 

THE CHAIRMAN: I was looking today at the 
price of Fords. I keep showing my ignorance, and 
some people may be able to correct me very quickly, 
but taking the Fords less sales tax in Australia 
and the Fords less excise and sales tax here, my 
calculation was that the Australian Ford was 50% 
higher than the Canadian Ford, which in turn was 
some 18 to 30% higher than the American Ford. This 
is what worries me when I think of the political 
feasibility of proposals that would give protection 
of the level you are talking about. 

MR. WOOD: I think it should worry you, 
and it should worry all of us. I am going to say 
this here, that we have already seen evidence of 
some Canadian government action on value for duty. 
Now, I am not saying this to anticipate a question 
of yours, Mr. Chairman, because I think 1G as 
the appropriate time to bring it ins 1 -am quite 


sure you would put the question dealing with the 


price of imported cars, the effect of tariffs on 
cars. We believe first that the action taken by the 
Canadian government in re-assessing the value for 
duty is a proper one, and we believe that it is a 
real step in enabling us to modify to a certain 
extent our tariff proposals. we had no thought that 


the government would take step when we placed that 
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brief first before the government and secondly before 
your Commission. It is a very important step, and 
so far as we are concerned, it would lead us to -- 
and I have to speak to you off the cuff here -- 
it would lead us to re-assessing our statements on 
tariff protection to the point where it is doubtful if 
we would suggest further protection against most 
favoured nations. We do still need some protection 
against cars from the United Kingdom. But keep in 
mind that we still couple this matter of tariff 
protection with our excise tax/Canadian content 
proposals. sO you must be able to look at it ina 
package to be able to appreciate what we are proposing 
in taritrs:, 

THE CHAIRMAN: I am very happy to hear 
your response to this recent ruling, and I think it 
might be reasonable for me to ask that your 
Association some time in the next few weeks submit 
any revision in the views of necessary tariffs, on 
the tariff adjustments that you are asking in the 
light of these rules. 

You see, my worry is not only the worry for 
the farmer who pays $5,000 for his Ford but also 
for the parts mannfacturers. You might exclude the 
imported cars but also reduce the population of 
cars on the roads, and at $5,000 for a Ford the 
sales of cars would be very markedly lower. You 


could kill your industry by protection. 


MR. WOOD: If we could go back to the statement 
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I have made which would hold the protection on 
the most favoured nation at least to the present 
level, I think we could fairly say that the cost of 
cars produced in Canada should not be higher than 
they are today, all other conditions being equal, 
such as conditions we cannot foresee, fluctuations, 
price changes, and so on. 

THE CHAIRMAN: Even with the increased 


excise tax? 


MR. WOOD: Yes, even with the increased 
excise tax, and combined with the increased content, 
we see no reason why the Canadian produced car should 
be more expensive than it is today. 

THE CHAIRMAN: Why? How can you require 
increased content and keep the cost down? How can 
you keep the price down when you increase the 
competition of the imported car? 

MR. WOOD: I am not necessarily eliminating 
the imported car. 

THE CHAIRMAN: Restrict it? 

MR. WOOD: Yes. But keep in mind we have 
combined excise tax with our Canadian content proposal. 


It is our submission that, given the cushion of 


excise tax, the car manufacturer has an area to 
compensate for the possible or, in some cases, 
probable increasedcost of the Canadian-made part to 
such an extent that there is no excise tax saving to 
be passed on to the consumer. He will not be worse 


off than he is now, but the price of the car he will 
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i buy under our proposals need not be more expensive 
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1 
to,» him. 
2 
: THE CHAIRMAN: But the price of the car he 
P bought instead of the imported car might have been 
raised. 
5 
, MR. WOOD: It will have been raised. 
: THE CHAIRMAN: And the possibility that the 
A price of the domestic car will be increased, if not 
by the whole amount of this, by a considerable amount. 
9 
5 MR. WOOD: I am not prepared to accept that 
conclusion, 
11 
THE CHAIRMAN: To what extent is theindustry 
46 pricing up to its protection? 
MR. WOOD: JI am not prepared to answer that. 
14 
I think that should be properly answered by the 
1B 
16 automotive companies. 
7 THE CHAIRMAN: The price of the carin Detroit 
18 and Windsor, the same car. 
19 MR. WOOD: I still think the answer should 
20 come from the automobile companies. I am not avoiding 
oi it, but simply I don't care to answer a question 
- where I simply don't have the facts. 
THE CHAIRMAN: But you realize that the 
23 
danger is that your excise tax is going to raise the 


cost of the domestic car because it has to put more 

Canadian parts in than it would more freely buy. 
MR. WOOD: Keep in mind, though, that the 

removal of excise tax also gives a compensating 


reduction in the price of a domestic car to compensate 
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for the extra cost of Canadian carts -- not to the 


imported car true, but it is the imported car that 
we are trying to effect production of, we want this 


car produced in Canada. 
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THE CHAIRMAN: Exactly, but you are trying 
to ake me think that a domestic excise tax is not 
protective, and with respect to this other business 
you are trying say it is legal under GATT. 

MR, WOOD: I an not saying it is not pro- 
teative. I am prepared to say in this particular 


case that it is. 

THE CHAIRMAN: Hew can we, under GATT, 
put on another tariff? 

MR, WOOD: All I can say is this, that 
when this care up for discussion in the caucus of 
the parts industry I, for one, insisted that it be 
horoughly investigated to see wre ther or not it was 
correct and proper under GATT, to the extent that 
our president had the advantage of discussions with 
the Secretary General of GATT, Mr. £,.W, White, 
who after careful discussion of the situation said 
that in his opinion it could be done under GATT, 
but it would have to be the subject of negotiation. 
We have been prepared to rest on that.opinion in 
putting it forward to you. 

THE CHAIRMAN: The fact that Australia 


was able to do it does not give any real hope, 


because they had very special probleus in regard 


to balance of payuents. 


MR. WOOD: Yes, and I thought in preparing 


this public statement that we wight have taken a 


bit nore confort out of the Australian position, 
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put I purposely did not sake that statement today 
because I do not think there is much comfort to be 
derived from it. 
THE CHAIRMAN: Now, I go along with you 

in one thing, at any rate, that everything has to be 
exolored thoroughly. I am extremely sceptical in 
spite ef that statement by the GATT officer, but, 
perhaps again, this is a case where you might give ‘ne 
seme extra inforiation; I do not mean here, but 
perhaps you can send it to ue. I think it is in- 
pertant to have qa statement of the form in which 

the proposal and the argunent for it was presented to 
GATT, because when somebody says: ‘Yes, this is 
possible under GATT", one wants to be quite certain 
that ene knows what this” is. So; to permit the full 
examination which is required would you let me have 
as full a statement of this discussion with GATT 

as possible? 

MR. WOOD: Let ine say this at this stage, 

Mr. Commissioner; we did not undertake the functions 
of the Canadian Govermaent in «waking a formal 
presentation to Mr. E, W. White. Let us say 
that it was a happy circumstance that Mr. Armer 

was at a meeting of the International Chamber of 
Commerce, and having met Mr. E. W. White on a 
number of occasions, he had this verbal discussion 
with hin. There was nothing put in writing, 


and we have taken it at its face value. I do not 


fist sft, tiarteq OF *».0E- cat “ebdd tare -aworml snes deste] 


ae 


vsbot Vipriglli tedt ak 
ed gt Paoteoo soni of anertd ven ore z\ 

| | 92 mest 

HOY (ite smere e381 weit iwahiaiie aut’! 
ad o¢ wen onindyssye jact , ten yap gs «Snbdd eno me 


mi Igotsqese yfonentxe ra I .vinigQwetedd bstofaxs| 


duc .7egl Tio TPAD og Yd Ineneds~n Jade Te sakqe @ 


jor 
wd. .ogen aeee doa ob I .oehtacao int sage Stee | n 


“it ok of ankdd. £ seh. of Of Base- ase. woe aera ve 


fipidw at mio oft “io Inewadads 9 Sued ot thataeg él 


7 
or evlg dduir voy Sterw sasq 2 ab eldt .ntage aqedusq 


ov, bednssetg esw Jt Jo? trerupme oft. Oris Inenqonq stk] ot 
ak ekds. bey" eye Ybedanos. hortw: sansoed) | TRAD! ar 
nisiaxss otiup sd. of edesw one: | ETAD, tebe: sftteacy 


iva 
oven on tet xoy bivey bentupet. 62: retdy-cod Zentosxs at 


i} 
IAD date nolenupy th. ated. 19. taenstede ea (fet. aa | at 
foldkasoc i P 


. Sede etiit os Bho -vGe ai Tal OOH... 7M a 


BOL Sonus ond silatsebow ton, BiD. ow. (yenoleairmoy., .4M - 


. Lee 63, 8 getter of Joscorigy one kbar): olf 67 bY. 
se ay oa! SOO. We: te 
THGTA ty, todd onagdepgsts Voges asw tt. tarde: 

io sade eno latoltanges Gt end, Ao Bates & ts ssw. 


” 


8 a0, fit, -W 49 th day) pritvert .ons,..sensryots" 


not ewDath I sdimey. SEAL, HoA Gri ite oul Ap: sda so if 


LDerhd Paw mt Say, ORR. ae vent cil 
tom ob TF a 1 SUEBFS@O82. ee 9 acts Bt 


ran 
ui 


f 
Ni 


TL 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


seu = IE 


think there would be any point in my trying to place 
before you a written statement, which does not exist. 

THE CHAIRMAN: This 18 the: worry, you see. 
At a cocktail party one can nisunderstand. 

MR. ARMER: This was not at a cocktail 
party, sir. 

MR, WOOD: Let ne say, Mr. Comnissioner, 
that we are, quite frankly, as a parts industry 
groping for any means which will permit automobiles 
to be produced in Canada without adding to the 
cost te the Canadian consumer. We firmly believe 
that competition within the industry, which is very 
severe if not, perhaps, bitter, will do as much as 
anything to keep that price down. 

THE CHAIRMAN: It is awfully hard for any- 
pody who has knowledge of economic history to accept 
the view that you get prices down by protecting the 
industry. 

MR. WOOD: Well, I can only speak fron 
experience in one other industry with which I have 
been associated. Perhaps I should not coimnent on 
it at too great length, but I know that in the steel 
industry in Canada the steel industry in its many 
forms of steel is not taking, and has not for some 
years taken, full advantage of the protection that 


ict nas. 


THE CHAIRMAN: I congratulate you. 
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I was going to ask them later in the morning how 
they manage it. 

MR. WOOD: It is because they are a very 
efficiently operating industry, Mr. Chairman. 

THE CHAIRMAN: You argue for increased 
Canadian content? 

MR. WOOD: Yes. 

THE CHAIRMAN: When you ask: Can 
"“Comaonwealth ceantent' be changed to "Canadian 
content" is this to meet a present worry, or is this 
to protect against au eventuality which you see is 
coming closer? 

MR. WOOD: I would say it is the latter, 
to protect against an eventuality which is quite 
possibly much closer than we realize. 

THE CHAIRMAN: In other words, we gave 
this privilege at a time when we did not think it 
meant anything, and it is now getting a little 
worrying? 

MR. WOOD: We gave this privilege ata 
tine when I think it is fair to say the Canadian 
Gevernnent had its tongue in its check.. 

THE CHATRMAN: If you go to Canadian 
content, then how far do you think you can go? 

MR. WOOD: I think the proposal that we 
have made is not in the slightest unreasonable. 
You will notice that in combining the Canadian 


content with excise tax on a progressively declining 
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scale we take the present excise tax with the present 


content without change, and we say that the auto- 


mobile companies could, to achieve the complete 


elinination of the excise tax, go up to -- it is 
mentioned in the brief at page 24 -- 70 per cent. 

Now, we have heard fron some of our automobile 
manufacturers here. One or two have comnented on 
content. I think it is quite fair to say that is 

not an onerous level for.‘them to achieve, One of the 
companies here -- one of the smaller ones -- indicated 
they were already up to almost €0 per cent, and 

their acquired achievement is 50 per cent. 

THE CHAIRMAN: Perhaps with the new 
protection we could ask for 70 per cent without 
bothering about this excise tax reduction? 

MR. WOOD: Probably it is not as sinple 
as that. I would not be prepared to say. We 
have, as I say, given you a package proposal after 
a great deal of thought -- 

THE CHAIRMAN: You have given ie a package 
proposal, but I have to give a package proposal to 
the Governinent but it has got to be a package fron 
which they can take bits. They nay take nothing 
that I suggest, but it is incredibly unlikely that 
they will take the whole package, so I inmust be 
able to break up my package into little packages. 

MR. WOOD: In making our content proposals, 


Mr. Covaaissioner, we have to keep in ‘ind that we 
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- AW - 
re part of an automotive industry, and we tust live 
ith that industry, and if we price our customers out 
f the market we are not going to be in the inarket 
ither. 

THE CHAIRMAN: Now you are talking ny 
language. 

MR, WOOD: Thank you. The point is that if 
we do not see this thing in its practical sense, 
then going back te perspective there is ne DOING, 10 
eur proposing a high content -- a 100 per cent 
Canadian automobile -- if that automobile is going 
to be uneconomic to sell in Canada, because we just 
simply will not uake the parts for it because we 
just simply will not sell the car. 

THE CHAIRMAN: In other words, you recognize 
that to get increased content eans increased cost, 
and this is all tied to the matter of volune? 

I suppose, really, I come back with you to the 

questions I was asking the automotive companies: 

How far away from the kind of volune that you need 

are you? You see, you reduce imports -- suppose 

we get rid of half the present inports thas > wii 

give you a very small rarket, but is this the sort 

of market with which you can live, or how stuch bigger 

market is it that you need before you smile, to use 
the phrase of Monday? 

MR. WOOD: I aa not going to evade your 


question, Mr. Comnissioner, but I would like to think 
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about it for a while, because when dealing with 
parts to go into an automobile you cannot generalize 
Gog Lat’. There are certain parts which we can 
produce ecenomically with a volume of a few thousand, 
but other parts we inay not be able to produce 
econo;nically it we had a volune of 50,000. 

THe CHAIRMAN: Of course, i oughu’ vo 
have available information about not parts in general 
but about the different kinds of parts, and the 
volume necessary in these cases for economical 
production. Surely, I have to find a distinction 
between the parts that require a very big volune, 
and the parts thatcGo not require a very big 
volume. 

MR, WOOD: I must generalize to an extent, 
sir, but when you come down to specifics I would 
say that in the uain the parts that are going to be 
most difficult to produce economically will be 
those that require the most expensive tooling for 
which the tools must be amortized over a prescribed 
nuuiber of parts. That is a generality, but then 
I do agree with you that you would need to probe 
further into the plants and operations of individual 
parts manufacturers and automobile companies to 
determine which parts, or even which classes of 
parts, can be economically produced in this country, 


Given a volume of automobiles. 
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THE CHAIRMAN: It is even what volune in 
each case, because if I am going to be asked to 
promote the industry it is easier for me to recommend, 
and for ne to sell,to the farmer that part of it 
which can operate economically in this small 
market and where there are no or little extra 
costs, but it is much harder for me to recommend or 
sell to the farmer that part of the industry where 


only very high volunes can bring me within shooting 


distance of costs that we can face. 


MR. ARMER: Might I interject something, 
Mr. Commissioner? 

THE CHAIRMAN: Yes. 

MR. ARMER: We have now a list of parts 
which are’ freersf duty and of a class or kind not 
made in Canada. Those are the parts that years ago 
were carefully studied within the industry by the 
automobile companies and the parts manufacturers. 
Now, to be sure, with the changes in automobiles, 
there are changes in the character of those parts -- 
changes in the design of the automobile. But, 
there you have right in the present tariff structure 
a long list of parts which are free of duty on the 
basis that if they were made in Canada, sufficient 
euployment would not be given to Canadians tO 
warrant their higher cost. 

THE CHAIRMAN: Of course, this gives me 


part of my answer, although I had thought there was 
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a complaint that many things were kept in the class 
or kind not made in Canada that should now be 
ruled as made in Canada or would be made in Canada 


if certain disadvantages were removed, but just let 


me not argue that for the moment. What I really 
wonder is whether you coud@ provide -- I*do not mean 
now, but provide to us -- information about parts, 


both those about which there is no question and 
those that are ruled in the class or kind not made 
in Canada, and which, perhaps, should not be, to 
give us some idea of the scale or the volune of 
production which is necessary for economical pro- 
diction? 

MR. WOOD: I would certainly undertake to 
Gdo+s0, .\ir, .Chaarian. We have facilities for 
checking on that. I would also like to give you 
the opportunity of seeing these particular plants 
and individuals. 

THE CHAIRMAN: In doing that may I say -- 
as one of ay old students I suppose I can use this 
horrible technical gobbledegook -- we are interested 
in which of these parts are labour intensive. 

MR. WOOD: Very good, sir. 

THE CHAIRMAN: Now, this problem of volune 
in turn involves in part the number of cars, but we 
have been exploring other aspects Of wake — Ako 
involves also the variety of models, and J ahh 


wondering whether fron your "ynarts-eye' view of 


aay 


ees, 248 8st st ee st ata tae r 
2 9,.4Relt abeney x wae 


Ca 
" @. 04. ebar. sd blow: 
i es fouh, 20, <hpeacse .Giten-eehaRqawbee tb igempand as 
XS igen 2. dai. .nerion!, eth 4%, send avgae torre I 
N82, IO, OP Lm, ShRvOWG shoo voy apadedu et aehaow 1 


Oo THE, 


Jvouds HOLITRS, — ~~ BH 5. abs 


Ces 


“org, dud avon 18 


a DR, HOLTO ep OM Bt. oxerte, Aotey.aaods maps. dtod e 


;, bee, J0n Oak to. seal. ort. ht Delut ors. dedt. eaond ot 


| 
| 
| 
| 
| 
| 


a OF 30... GON: fivorna, sSBS0I190 oF rv, bre... sbaaedo at it 
7 ~™ Seuton 999.10; S£s00 ait,.20 ge52. QF ; O5,;, avis Ce 


q teste EOAIOMS,..: 507, /YISG0599H. aL, atily. ngssouberts es 


a “ 


; 


« Spokger 
Of, staph: Yieteaea-PioW T AGO Im bel 
p80 3, egiGf Lion) ,ovai.GW . «ptgiei tad, .aMs”O8> OB ~ 
ool VIY OF gts opie hivow To. sterid.no, seblepds oe 
CIaain tsihretdreg. seeds gykesy eataresedea eda jot 
| sakeubsxnthad.aos [et 
~~ Waa . 1 y8h. dsdd, SakOW nil... MAURTANS-AHT = 
, shee SO 18S t. sgegaue A aah 8» eto Ven lO-200 48 i 
Deri wIseil 918 WW -~ doogebaiddos teoladtosd old bean se 
| _ saviageiat Meds, stained opait tp np tite em e 
i. 1G 2, f007. 298¥..» 2Q0W AM | 

SALON, 20 nphdertg., ab ts MON. ., RAMALAHO,. ANT 
oy, ghd .S380 To. tegnum od, eieg al. sevloval, mgs ot 
vi «9 20 afoeqss | TANS © - anti l ane. aed 


pat bam sa ighen i heal! we, als, Bevta 
a : 
aM: ale = Re ia, SO re 7 caik mains Ad Bai REP 7 


7 
_ _ = 


LO 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 
{Siew 


the industry you see opportunities for standardization 
which can be included by the automobile manu- 
facturers and which could promise lower cost of 
automobiles in general, and also a greater opportunity 
for parts manufacturers in a simall country? 

MR. WOOD: tL think chat is) anvarea thar 
should be studied, Mr. Comaissioner. We have, 
frankly, as an industry net approached that thought, 
possibly because we did not think there was much 
opportunity for success, but possibly as a result 
of these public hearings the industry itself -- 
and it is up to the customer -- may want to seek 
those oppertunities for standardization mainly, 

I suppose, in functional areas where design is not 
a feature, 

THE CHAIRMAN: The door hinge was suggested 
to us by one of the unions, I think. 

MR. WOOD: The door hinge to me might be 
vart of the design feature in many cars, and I do 
not think it would lend itself to standardization, 
unless we are going to have a "Beaver". 

THE CHAIRMAN: That was one of the worries 
I had. You have not, as an association, inmade any 
study of the organization of the English industry 
from this point of view? 

MR. WOOD: No, sir, we have not. 

THE CHAIRMAN: If I get to England, as 


I may, I think this is one of the aspects I shall 
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have to study -- the extent to which with a smaller 
volume of car production by a firm the economies 
of large scale car production are secured because 
of the production of standardized products by a 
parts manufacturer. 

| MR. WOOD: I have reason to believe there 
is a great deal more standardization in the United 
Kingdemn, as I do know personally of two or three of 
the large parts firms in England, but whether it 
is part of the native philosophy, if you like, 

I de not know. There way be standardization 
vaore through necessity than anything else. That 


may be a factor. It may be that we are in that 


realm of necessity now. 
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THE CHAIRMAN: When it comes to inducements, 
the great inducement is, to make it clear, you can then 
supply parts much cheaper to thei all if they all 
take the sane thing? 

MR. WOOD: That is right, and I think in 
some cases anyway you will get into engineering 
design, and at the risk of opening a new subject 
which I don't know much about, I suppose if the 
parts maker were to come up with a new design on a 
functional part which did not affect the design of 
the car but which offered substantial cost savings 
to any of the automobile manufacturers and they 
could adopt it without sacrificing the features of 
their automobile, I would think they would be very 
happy to acernt it. 

THE CHAIRMAN: Do you have any views on 
the automatic transmission? 

MR. WOOD: The views I have, Mr. Commissioner, 
are based on discussions -- and may I say these are 
not my views -- I should say the views we have are 
based on discussions; we have had very serious dis- 
cussions with the automobile companies with a view 
to seeing when they would be ready to go into 
Canadian production on automatic transmissions, 
which we would so deeply love to see, but we must 
well keep in «ind that they have the problen of 
producing a car econowically in this country. The 


automatic transmission is a very expensive feature 
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a car and they are probably being used now on anywhere 
fron 65 to 70 per cent of the North American type 
automobile, and because it is a very involved piece 
of meéhanisin, I think there are many of the 

parts we could make economically here in Canadas 

We understand that the automobile companies have 
not resolved themselves in standardization even 

in their own companies, and without that the market 
in Canada -* we have been led to believe -- weuld 
be toe small to warrant complete tooling up for the 
transmission here. It is possible they may get 
into areas of assembly and that, I would have no 
doubt, they are studying. 

THE CHAIRMAN: You noted, perhaps, a 
suggestion of the Windsor members that we have a 
bridge; sone integration with reference to auto- 
matic transmissions and that we continue to accept 
transiissions free as long as long as they include 
some Canadian content. Now, does this strike you 
as a possible -- 

MR. WOOD: I suppose it is possible, 
like many of these proposals which have soie 
practical feature about then, that it is possible, 
and I think you get down to straight commercial 
selling, and I would say this: That AL some of 
our parts makers which produce parts and if they 
could get the automatic transmissions and produce 


then economically and if they have a market in the 
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3| United States, then they should tap that market and 
4| co after the business and not wait for it to come to 
5] them, but go after it, and some of our parts weke- s 

6| haven't been slow in going after that type of 

7| business. 

8 THE CHAIRMAN: It would be made a little 

9| easier for then if we continued free import on trans- 
10| -issions and depending upon the success of our go- 

11| getters in getting some of this business. 

12 MR. WOOD: We have made it easier for then, 
13| no doubt, but the matter there I think is one of 

14) timing as it is with so many of our parts being 

15] produced in Canada as against being imported. How- 
16 ever, we still come to our old bugbear of volume 

17 and we come to what we can call the breal:-in 

18 point, and that is what we are searching for now. 
19|| what is that break-in point? We don't lmow yet 

20 what that break-in point is. We do know that somehow 
21 or other when you begin to approach it. certain 


22|| companies begin to itch a bit and they want to be 


23 first, and possibly it is good business that is in- 


24 volved there, it is human, and so they break in 


25 and start to produce parts in Canada to meet the 
26 growing market, if it is growing. 
27 THE CHAIRMAN: I will come back to this, 


28 mt I would like now to ask you about the tariff 


29 schedule. Do you think the present form whereby -- 


30 that the class or kind provision in it is satisfactory, 
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3] or would you prefer a revision of the free list 

4! for certain parts being negotiated? 

) MR. WOOD: I think there is room for 

6 revision, Mr. Comnissioner. I think the tariff 

7 schedule as we have it now -- one, incidentally, 
8 that was created through the combined efforts of 
9 the parts industry and the automotive industry and 
10! one that really has continued through the combined 
11| giscussions of these two groups -- as they must 

12) both live with it -- should be revised. I think 
13 there are areas where it could be trimned down; 
14] stems that are actually capable of being made here 
15 or even are being made here. 

i” THE CHAIRMAN: I am not thinking so seh 
17 of particular items, but of the character; at 


18 present the manufacturer must show it is of a class 


19 or kind made in Canada. 

20 MR. WOOD: The manufacturer of the part 
21 must show? 

a THE CHAIRMAN: Yes. Suppose we put it 


23 around the other way and say there was a duty on 


24 parts, an automobile manufacturer could ask vor 


25 specific parts to be for the time being put on the 


oe free list as, for instance, automobile transmissions; 


27 do you think this would eliminate some of the beefs 


28 we have been hearing about? 


MR. WOOD: It would eliminate some of the 
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beefs that you will hear about; it would encourage 
certain production which is not now here to a 

small extent. I doubt if it would mean very much 
from a dollar point of view on production in this 
country because, first, we have been living with the 
schedules as they are now, in which the parts manu- 
facturer must prove -- and don't forget that the law 
is what he operates under, and under the law -- 

THE CHAIRMAN: I an talking about 
changing the law. 

MR. WOOD: But under the present law he 
must be positive and not negative. Now, we have been 
Living with 1t,,.poth sides of the industria or 
many years, and I think before inaking a change 
in that law it would -be desirable to have the 
factions in the industry get together to propose 
what changes should be made to get it off on the 
Pic toOor . 

THE CHAIRMAN: But nevertheless, isn't 
it worth thinking a bit about it even outside this 
caucus.cf the industry. Are there not sone rather 
peculiar obstacles to entry involved in the present 
requirement which you must show -- you have 10 per 
cent of the market, but more than one customer? 

MR, WOOD: That is right. 

THE CHAIRMAN: But you have to start off 
before you get then. There is no way of starting 


and showing that you can do it and offering it at 
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such a pvrire and then saying all right, now you ask 
cor Chig tree. Does this constitute an obstacle 
to entry? I would be worried if my suggestion 
were thought of as let us get a high tariff on all 
these parts and nothing will be free. Protection 
ean kill your industry, and possibly this Tork, of 
protection is stifling at birth a possible lusty 
ini enc. 

MR. WOOD: It is possible, Mr. Commissioner, 
that it is stifling at birth some possible lusty 
infant. Te Ae A diericulu thingsto answer.  iI<de 
know, for example, on parts that are not made here 
that would be made here if the tariff already existed; 
that in part answers your question. They are not 
varticularly important parts, dollarwise, the ones 
that I an speaking of that I know about, but I have 
been approached by parts nanufacturers in other 
countries to ask for advice on establishing a parts 
We got into a discussion on 


plant in Canada. 


tariff and I explained what the tariff situation 


is free of duty; it is not made in Canada. What 


do we have to do to get the duty pub on? We 
produce it here and produce 10 per eens of sehe 


market and at least have more than one customer. 


Even the latter part is open to question. It 


4s conceivable you might get by on one customer 


and they are somewhat discouraged, so I would 


say that the approach would be one of more 
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periodic review -- and not too distant periods -- 
because our industrial coxuplex can change; it 
may improve, and as they climb over industrial 
expansion improves and ore people would want 
to come to Canada to produce more parts, and 


that is what we want them to do. 
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We think our Canadian content proposal 
would be a factor which would have to be coupled 
with this made in Canada, because if we give the 
autonobile manufacturers an incentive to buy more 
parts in Canada, than they will themselves encourage 
parts makers to come here as they have done in the 
past. 

THE CHAIRMAN: On the whole, you are 
relatively content with the existing form of the 
legislation? 

MR. WOOD: Let me say that that isn't an 
area where we would smile, but we are living with 
it and there is room for improvement. 

THE CHAIRMAN: Do you suggest a periodic 
review of the particular items under that legislation, 
or would it be better to make a different set of 
regulations operating from the other end, operating 
at the point where the automobile anufacturing 
industry has to ask for things to be put on the free 
list, including the proof that that was now being 
made _ in Canada? 

MR. WOOD: Whether we prove we can 
‘wake it or they can prove they cannot get it? 

THE CHAIRMAN: Yes. 

MR. WOOD: I think the results achieved 
would be the same; we would still have to get down 
to a discussion of the factors involved and I don't 


know that it would ake very uch difference in the 


o 
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ultimate result provided we have the facilities 
for, say, a periodic review, which we frankly 
haven't negotiated. I don't mean we as an industry, 
but nobody has negotiated. It might well be a 

move forward in the right direction for the depart- 
ment administering the made in Canada provisions 

just as that time is coming, and let us look at 

sone of these old rulings now. 

THE CHAIRMAN: You have read the Globe 
and Mail or you have been attending these hearings 
and realize that I talk a lot about a plan of 
integration. Have you any views from the point 
of view of the parts manufacturers about any 
proposal whereby we thought of this Canadian content 
with reference to the continental production 
rather than with regard to the Canadian production? 
Do you mind whether the Canadian-produced wheel 
is rolling in Canada or in Mexico? 

MR. WOOD: I am not sure I follow your 
question properly, Mr. Coimaissioner, because I think 
you have posed it in two or three different ways 
elsewhere. I want to answer, and would you care to 
re-phrase it for ‘ne? 

THE CHAIRMAN: What I had in mind is 
that there are many proposals of this sort, 
and one of my colleagues yesterday was listing 
the various meanings that I and others in speaking 


to me had attached to this word "integration" and 
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3i he warned me that it is therefore a dangerous 

4| word for discussion. However, let us take the one 
5|| proposal which I have particularly been exploring, 
6| that we say to each of the companies, “If you will 
7|| undertake to buy in Canada an amount é¢qual to your 
8] sales in Canada, we will allow you to import cars 

9] and parts free, so that you will buy in Canada 

10| those things where we have an advantage and you 

11|| will be allowed to buy in the United States those 
12| things where they have the advantage’,and this is 


13|| undertaken without reference to the change in their 


14) tariff, and. this doesn't involve negotiations 

15] with the American Government. We have to persuade 
16| the American coupany that it will save more by 

17| being able to bring in finished cars Chand tawiil 

18|| lose by placing duty on Canadian parts which it 

19) puys to incorporate into American cars. 

20 MR. WOOD: I think we can answer you by 

21 Saying Lo tewan interesting proposal and one which, 
22|| in certain facets of it at least, is worthy of 

23 close exploration, let us say, in view of enlightened 
24 self interest, and if some of our Canadianhjecmpanics: -- 
25 automobile manufacturers -- could persuade their 

26 parent organizations to accept Canadian parts on 


27 a North American basis, shall we say, we still 


28 have to keep in «ind that the parts manufacturer 


29| sn canada “st juap through all the hoops of 
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3|| inspection and availability that every other parts 
4) manufacturer in the States must do, and if he can 
5] jump through those hoops there is a real field for 


6] production of parts for the United States market. 


7| I think there is more of a field for production of 


8] parts for the American market than there is for 
9] the production of a car for the American market, 


10] and on that particular point we will certainly run 


11| the risk of being left with an orphan of an auto- 

12|| mobile, where there would be very little risk of 

13] being left with an orphan of a part. Now, that 

14/ again is an area where the automobile companies in 
15| Canada should be receptive, and possibly suggest 
16 to their parent organizations that they encourage 

17 importation of parts where possible from Canada 

18 because it would lead to cost savings for the 

19] sane parts being delivered to them in Carada. It 
20|| is an area worthy of exploration. 

21 Now, if you go through to discuss the 

22 other proposal which was mentioned, then I would 


23 be prepared to say it is a long-term proposal 


24 with many, many areas of unknown depth to be 


25 explored and it would inevitably involve govern- 
26 ments coming together and it would inevitably 
27 involve our trust in private enterprise on both 


28 sides of the border to do what is the right 


29 thing for their country, and I think that is a 
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3] very difficult thing for private enterprise to have 
4| as their main goal; they are still in a competitive, 
5| free world. 

6 THE CHAIRMAN: I am always afraid of 


7|| private companies that are concerned too much 


gi with the public interest; I prefer them to pursue 


g| profits. 


10 MR. WOOD: That is a fear that I would 
11|| Share. 

12 THE CHAIRMAN: Now, I want to explore with 
13|| you a rather peculiar feature of this that uy 

14] didn't discuss, naturally, with the autouobile 

15] manufacturers but which I did discuss with the 

16|| unions, and it is the problem of making omelets 

17|| without breaking esés. 

18 The union suggestion in Mr. Burt's 

19| presentation required the maintenance of employ- 

20| «ent and you may reuember that I pressed hia a little 


21 bit on how far this meant freezing the existing 


22| pattern of employnent. 
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I don't quite know how far I got with 
him. He wouldn't insist on freezing, but he 
Obviously “was horrified at dislocation, of the 
possibility of people having to move. 

Now, as I see it, any such proposal would 
involve a similar problem for the parts industry, 
and how far we have to protect the existing 
pattern and how far we are concerned with the 
aggregate prosperity of the industry. 

However, surely under such a scheme some 
firns would expand and become prosperous and soe 
would die off? 

MR. WOOD: That is very definitely 
correct, Mr. Commissioner; those firms, for example, 
which have strong affiliation in the United States 
would be more likely to wake that affiliation 
stronger. 

THE CHAIRMAN: Is it entirely a matter 
of affiliation? Isn't this really a matter of 
firms which are operating in areas where there 
is a comparative advantage for Canada -- perhaps 
on labour items -- and they would expand;. the 
most efficient ones that can meet American prices 

in spite of’ a “variff and with the inducement of 
free trade, and isn't it really going to mean 
that the strong, not the affiliated, the strong 
anc the efficient of the Canadian firms will expand 


and become prosperous, and some that have 
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developed in Canada because of -- well, companies 
had to make up their 60 per cent content and were 

not quite appropriate to really large scale production 
and they would go under. 

MR. WOOD: If you can't get wholesale 
integration, then there would undoubtedly be a shifting 
of employnent. 

THE CHAIRMAN: I have to ask youas I 
did the unions how do you feel about breaking some 
eges in order to make a good omelet? Paves 1s 4 
little hard for you as an officer of an association 
which would have the people whose eggs were broken 
a8 well as the ones that got bigger omelets, I 
suppose? 

MR. WOOD: I guess I have broken a few 
eggs before now, so I ay as well drop one now. The 
point is that as an industry we have Novrweiven 
close study to the possibility of the wholesale 
invecration that has “been the subject of discussion 
at this hearing. May I say that we are operating 
in the more orthodox method, where strong and 
efficient companies are more likely to be companies 
that stay in business, and we haven't theorized on 
how we should approach this proble, but we don't 
think that integration as it has been discussed 
here on a wholesale basis is going to give us 
much of an answer. Certainly this is so in the 


short. For the long tern, there inay be room for 
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integration. 

THE CHAIRMAN: What do you mean by 
"wholesale integration"? 

MR. WOOD: I am speaking of that in which 
you are’ now particularly selective on just’ a few 
parts, but you run the whole ganit on all the parts. 

THE CHAIRMAN: In other words, retail 
integration would be the Windsor possibility, and 
the automatic transmission proposal would be -- 

MR. WOOD: I an speaking of parts as 
SUCHG =. e Lo now alt Certs, air OUneY Words. “JuUbU a 
few selective parts which might find their way into 
an integrated movement. If you are dealing with 
those few setected parts you may just as well leave 
it to the present conditions of inport-export 
trade. If they can hurdle the tariff barrier, 
geet the things and make a good product and sell it 
in the United *Svaves, wiy dom’. they do ite 

THE GUATAMAN: They obviously would if they 
could, so we think what inducement would enable them 
to do it when they are not doing it now? If we 
offered what you refer to as this wholesale scheme, 
there would be some other inducement. If you 
don't have to assemble all your cars here, and 
if you can scatter some and bring the others in 
free, there are some incentives here, which changes 
the picture of the possibility of you selling parts 


in the United States, doesn't it? 
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MR. WOOD: It would change the picture of 
6ur selling parts in the United States, and whether 
it would change it for the better is something that 
we as an industry have not studied. 

THE CHAIRMAN: Suppose, however, they had to 
buy 100 per cent. It is the 100 per cent concept 
but not applied to the car rolling in Canada, but 
still it means the more purchase of parts than the 
60 per cent or 70 per cent content does, and if it 
means a lower price of cars in Canada it means more 
ears’, so it is’ 100 per cent of more cars. 

MR. WOOD: Are you just proposing a 
re-orientation of parts plants in which these parts 
which may have been produced in Detroit may be 
produced in Windsor? 

THE CHAIRMAN: They may be produced in both. 

MR. WOOD: And what was then produced in . 
Windsor would then be produced in Detroit? 

THE CHAIRMAN: Yes. 

MR. WOOD: And would we be the gainer in 
the long run? 

THE CHAIRMAN: No, not the gainer in the long 
run, but would the fact that you as an industry be 


the gainer not be sufficient to eliminate the 


opposition of, I think, the minority of the industry 


who would be hurt? You will notice I am simply 
putting to you the question that I put to the unions. 
Have we got to be certain nobody is hurt, “or-‘can 


we be thinking of what is for the greatest good of the 
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* whole industry or Canada and recognize that in the 


process some will be hurt? 

MR. WOOD: I think I would have to subscribe 
to that thought, Mr. Commissioner, because there 
is nothing so constant in the automobile industry as 
change, and certainly in the design and supply of 
parts, we find parts that are no longer required now 
which might have been required some years ago, so 
the company making those parts no longer makes them, 
So you will have the same in the over-all as you are 
commenting on now; there would be some dislocation 
of the industry, and if it is for the greatest good - 
and in this particular case I am confining it to 
Canada -- I think we would be faced with this 
situation. 

THE CHAIRMAN: I am not concerned with the 
prosperity of the United States, I am concerned 
with our advantage, but I think to get it we may 
have to look at something which is mutually 
advantageous. 

MR. WOOD: I think that is usual in our 
history of getting something from the United States: 
We never get it for nothing, do we? 

THE CHAIRMAN: Well, Mr. Wood, I think I 
shall close the exemination at this point. I would 
be happy if you and your Association would consider 
this proposal that I have made, and other proposals, 
not only wholesale integration, not only wholesale 


integration on this one line but various forms of 
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integration, various ways by which we can develop 
the industry not merely by putting more into a 
Canadian car, by widening our markets. 

MR.WOOD: You mean the English car or the 
German car? 

THE CHAIRMAN: Yes, not making this 
exclusively American. 

MR. WOOD: Let me say that following the 
most excellent and eloquent statements made by 
Mr. Jansen yesterday, I hurried to his side and 
suggested that we were very excellent parts makers 
in the country, and if he was short of parts we 
Should make some for him, A contact has been 
established and it is being followed through. I can 
assure you that here today I have a large number 
of parts makers who are offering moral support, 
and I am happy to have them hear your remarks, because 
I intend to put the problem squarely to them. 

THE CHAIRMAN: It is beginning to be 
thought of as the Braden proposal, but I am a long 
way from that. The Keenleyside format may be the 
better one. It worries me. It is exciting in its 
prospects, but it is worrying, too, and I am looking 
for modificatims, and perhaps I am just chasing a 
will-o'!-the-wisp. 

MR. WOOD: My answer is that we have made very 

carefully considered proposals which are contained 
in our brief. We do feel that they meet the problem 


head-on, and the long-term problem still must be faced, 
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and in this particular case I believe we have an 
answer in population and economic nationalism to a 
degree. 

But I think if you are willing to close the 
interrogation, I will be also. Thank OW 

THE CHAIRMAN: Thank you. We will reassemble 
at five minutes past eleven, when the Tool and Die 


Manufacturers! Association will present a brief. 


-~~- Recess, 


SUBMISSION OF TOOL & DIE MANUFACTURERS 
ASSOCIATION OF CANADA 


Present: Mr. D.R. Few, 
Chairman, 
Special Committee. 
Mr. P. Stevens, 
President of Toronto Chapter, 


Tool & Die Manufacturers 
Association of Canada. 


THE CHAIRMAN: Mr. Few? 

MR. FEW: Thank you, sir. May I introduce 
Mr. Pete Stevens, President of our Association. 

Sir, before reading the short synopsis 
of our brief, I would like to insert one thought 
to this session which we would ask to be kept in 
mind regarding our industry and those of a similar 
type. 

First, we have the prime industries, such 
as the steel and raw materials of all types, etc., 
and then we have the secondary industries which change 


the material into a product, and we feel we fall into 
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the third group which, for want of a better name, 

2 we call service or feeder companies, assisting the 

3 first two in their operations. 

4 The tool, die and machine shop industry is 

5 composed of Canadian companies employing skilled 

6 tool and die craftsmen who produce the rmcessary 

7 industrial tools, machinery and machinery components, 
8 for the manufacturing of all types of products. 

9 Many of these companies are also concerned in 

10 producing component parts and assemblies which are 

il incorporated into finished goods. 

12 Today we wish to impress on this assembly 

13 and to record the necessity that all types of 

14 secondary manufacturing be produced in Canada - 

15 especially automobiles and automotive parts. 

16 Our industry is unanimously in favour of the 
17 brief submitted by the Automotive Parts Manu- 

18 facturers Association. Due to the importing of 

19 British and foreign cars, we have witnessed a 

20 decline in the volume of Canadian built cars. This 
at has caused the loss of considerable business due to 
22 the lowering of the production index which has now 
23 caused the Canadian automobile companies to purchase more 
24 parts in the U.S.A., thus eliminating the racessary 
25 tooling as well as the production in Canada. An 
26 incentive must be created to change this condition 
27 and to entice the British and foreign car producers 
a8 to establish plants in Canada and allow components 
29 


to be Canadian supplied. 
30 
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1 The tariff definition ‘type or kind not 

2 made in Canada' is now outmoded as it is working 

3 against the Canadian manufacturers, who are faced 

4 with the expense and trouble of proving that it can 
5 be made in Canada, nor does it create an incentive 
6 for Canadian companies to produce new products, for 
7 they must supply 10 per cent of the market before 

8 the tariff protection can be applied. This should 
9 be changed to a ‘type or kind made in Canada and 
10 the higher tariff be applied until the importer 

11 proves that it cannot be made by Canadians. 

12 In the last three years our industry has 
13 suffered a great loss of skilled people emigrating 
14 to the United States of America, and Canada is 

15 often looked upon as a stepping stone by the British 
16 and foreign trades people who are desirous of 

17 reaching the States. Out of 23,000 Canadians who 
18 emigrated to the States in 1959, 3,157 were skilled 
19 people. 
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During peace or war our tradesmen are 
exceptionally important to the Canadian manufacturers. 
In 1939 we experienced a great shortage of trained 
craftsmen and were faced with a rushed training 
program. We must keep this in mind in case of 
another crisis. We must, therefore, retain our 
present skilled craftsmen in Canada and increase our 
employed by decreasing the importing of vEinisned 
goods and by building up our secondary manufacturing 
facilities. 

I would like to add that nearly all of the 
companies that are in our particular field are 
set up as private corporations, and do not have 
parent plants in the United States of America’, nor 
4n Britain or other countries, and they operate on a 
limited amount of capital. 

With those remarks, sir, I would like to 
offer our answers to any questions you may like to 
present. 

THE CHAIRMAN: Thank you, Mr. Few. My 
first question, I suppose, is this: What proportion 

of the business of your industry does the automobile 
industry and automobile parts industry constitute? 

MR. FEW: Sir, this is a pretty hard 
question for us to answer, due to the fact that 
the Dominion Bureau of Statistics does not recognize 
the tool and tie industry as a particular industry, 
although it is one of the most important for our 


country -- at least, we feel that way. We cannot go 
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l to their records and pick out definite information 

- as to what portion of tooling is being done for 

3 the automotive industry, and what portion is being 
done for any other type of product. We can only 
Surmise from our own contacts with our various members 
-- and it is a 'guesstimate’ -- that approximatey 

7 50 to 60 per cent of the tooling that is being done 
in Canada would be for the automotive industry. 

2 THE CHAIRMAN: You then referred to the loss 
of business through the importing of automobiles, 

11 Am I to take it from this that the change in volume 


of production through a reduction of imports by 


ue some 70,000 or 80,000 cars would put smiles on your 

14 faces, or does it still leave a problem of inadequate 
i volume in this little country of ours? 

10 MR. FEW: We think if this volume of 80,000 
i7 was added to the Canadian production that it would 

i assist us in building tooling amortized over that 

2 larger volume of parts on a smaller cost to the 

a. particular component. 

a THE CHAIRMAN: It would assist you, but 

a would this assistance be so material that you would 

- not be particularly interested in any further develop- 
44 ments, and my suggestions about continental markets 

29 are really of no particular concern? 

an MR. FEW: The only way I could answer that, 
a, sir, is to say that in every part that is produced 

28 for the automotive or any other type of manufacture 

an we must be competitive on that particular part, includin 
30 
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the tooling cost, and it is the endeavour of all the 
TOolmkerd@ in our country to produce alt of the 
tooling that is necesary in Canada, and only by higher 
volume can we produce precision tools which will stand 
up to the longer runs which, granted, makes them a 
little more costly but it enables us to spread that 
cost over the higher volume. So, we are interested 

in an increase in production. 

THE CHAIRMAN: You would be helped by other 
people's volume because this means more business for 
you, but there is no particular problem of volume 
production in your own industry? 

MR. FEW: Ours is of the custom type of 
business, and we depend upon the product being made 
in Canada before we even have a business. | 

THE CHAIRMAN: But if you are supplying twice 
as big an industry your costs are not thereby lowered? 
Your sales are twice as big, but your costs per unit 
would not be lower -- or, would they? 

MR. FEW: No, our costs would not be lower, 
but they would be lower for the manufacturer of the 
particular part because it is amortized over a 
larger volume. 

THE CHAIRMAN: Were you here when Mr. Wood 
was speaking? 

MR. FEW: Yes, I was. 

THE CHAIRMAN: You heard me ask him about 
a possible revision of the tariff. He did not seem 
to be very interested in changing the present forn, 


but had simply a different attitude towards rulings. 
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I take it you are asking that the whole form be 
changed? 

MR. FEW: Not exactly. When it comes to 
our portion of the automotive field we are in 
agreement with the brief as it stands, as Mr. Wood 
put it. The thing we are concerned about is the 
fact that the tooling which is being produced out of 
our country -- the duty being paid on that without 
their coming to us and asking whether we can make it 
or not, and that is why we would like to see a 
definite statement that it is made in Canada. 

THE CHALERMAN:” :Ihnis. is my pointy sandal quote 
from your statement: 

The tariff defintion 'type or kind 
not made in Canada! is now outmoded...’ 

MR EW s.8 Yes: 

THE CHAIRMAN: This suggests, if it is 
outmoded, that it should be revised, and the firm 
list, instead of naming a certain number of things 
that are free, should say that unless it can be 
shown it can be made in Canada it comes h free. 

MR. FEW: May I make a reference to a tool 
that was asked of us? It was for trimming the frames 
on eye-glasses. It is a very simple tool that is 
used in the die casting business for trimming off 
the flash of castings. . You. cannot go to a shelf in 
the world and pick it up as a product that is 
completely made. It is a custom type of thing, and 


this is our type of business. The result of this is 
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1 
that when they go to our customs peqle and ask for 
2 
a ruling on that item the customs people have to 
3 
approach us and ask as to whether this can be picked 
4 
up, or not. Now, it is costing them money to look 
5 
into this, and it is costing us money to look into 
6 
the situation, but when it is a custom item of this 
7 
nature, whether it went to their own country, or 
8 
came here, somebody has got to build that as a one- 
9 
term tool, and the result of this is that it reflects 
10 
in all types of parts that go into the automotive 
11 
industry as well. 
12 
THE CHAIRMAN: I am asking you whether you 
13 
would find it easier to operate if the form of the 
14 
tariff item laid down that there was a duty except 
15 
on those exempted items which would have to be 
16 
negotiated, rather than saying that there is no duty 
17 
except on those negotiated items where it can be 
18 
Shown they are made in Canada. 
19 
MR. FEW: I would say that is the better 
20 
set-up. 
ZA 
THE CHAIRMAN: In this, you see, you are at 
22 
odds with the examination of the representatives 
ve) 
of the Association, and I want to make sure -~-~- 
24 
MR. FEW: Only in that one statement. 
25 
THE CHAIRMAN: Yes. You say this should 
26 
be changed to ‘a type or kind made in Canada', and 
27 
the higher tariff applied until the importer proves 
28 
it cannot be made -- at any price? 
29 
MR. FEW: Oh no, competitively. 
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THE CHAIRMAN: Surely, you can make anything 
in Canada if you pay enough for it? 

MR. FEW: Competitively. 

THE CHAIRMAN: What do you mean by 
"competitively' ? 

MRO PEWS * Ata Low enough “price vhat === 

THE CHAIRMAN: What is “low enough’ ? 

MR. FEW: At a price which is acceptable by 
the customer who has to sell his product. 

THE CHAIRMAN: And who has the alternative 
of importing? 

MR. Pauw: “That is rienv. 

THE CHAIRMAN: But the higher tariff -- 
in importing it you want to have this price higher 
than the import price by the whole of the tariff? 

MR. FEW: Not necessarily. 

THE CHAIRMAN: But it generally is, is it 
not? 

MR. FEW: No, I would not think so. Our 


tooling programs here have got to meet the American 


price. 

THE CHAIRMAN: If they are coming in free, 
yes. 

MR. FEW: Regardless of whether they are, or 
not. 


THE CHAIRMAN: The American price laid down 


in Canada is the price plus the tax. That is what 


you have got to meet. 


MR. FEW: But that also has to be low enough 
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the tooling has to be low enough so that that 
part can be produced at a low enough price that 
makes it lower than our biggest competitor in the 
United States. 

THE CHAIRMAN: You are not worried about 
imported tooling, but the imported product on which 
your tooling would have been used? 

MR. FEW: That is right. 

THE CHAIRMAN: How does this curious position 
of your industry affect your attitude towards the 
proposals about a continental market? If this 
means more business forparts it means more business 
for-tooline? 

MR. FEW: That is right, we would be in 
favour of that. 

THE CHAIRMAN: You would go along with 
that? 

MR, FEW: Yes, definitely, anything that 
creates parts being made in Canada for which we 
are going to have the opportunity of building the 
tools. 

THE CHAIRMAN: You refer in your brief to 
high American tariffs, and their method of 
calculating their rates. Would you elaborate on that? 

MR. FEW: Well, it is our finding that if 
we build a tool, or try to build a tool, to go 
into the States, when we get that to the customs 
they will say: “What type ofestec 15 in 17 4 a0 


we tell them the type of steel that may be in there. 
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They then ask what it is made up of, and you may 
have in there an element of, say, vanadium, on 
which the tariff rate is maybe 35 per cent or 50 per 
cent, and right off the bat they apply that full 
tariff rate on the whole tool which brings the cost 
of that tool up so high that it becomes not competitive 
with the American producer. Also, we have had 
occasion where the customs, in looking into this, 
have taken so long to get the answer that the tool is 
no longer of use to the manufacturer in the States, 
and he cuts off the order. 
THE CHAIRMAN: Going on, your brief reads: 
' We also find that through the low 
Canadian usage of a part, the low 
cost of the same item in the States, 
due to their high production, and the 
costeof tooling being spread»over 
their high volume, it is impossible 
to compete on many parts, even with a 
tariff rate of 20 per cent beng imposed. 
This method of calculating tariff does 
not give a true picture, as the tooling 
does not show as a realistic price. 
This applies not only to the automotive 
companies but to all companies who are 
subsidiaries of American and Buropean 
plants Jeg)! 


and so on. Would you elaborate on this? Why is it 


nota realistic price? 


ae CED elas sty eave ats 
; tty “past “yidae yor? wet oi x20 3 
jeoo “Sa? agdted! detid Edo® ‘atare et ain te 
\Siinosil ors walle ‘dght oe qd Loot sade Ye os 


t 


ovtgfasdaas: ton 


| bed -ovibe “Sw oes Sweovbour naotrémé sd atta 


chat S83 sedt-cowend odd a ov anol oe nébled “evVed 2° 


© 
- 


eine “odet sinfsont: af’ Swodsyo odd avreriw adlaaiao® = = 


9 abe 


4 


a 
24 
a4 
i 
a! 
id 
2 
ia 
S 
2 
a. 
feat 
EB: 
is 
= 
= 
te 
oo’ 
a 
vo 
ea 
e. 
~—< 
o 
“a 
| 
a 


Att 


4 


t 
a 
. 
- 
+ 


. . tebto ehe tte advo ot pas = 


ete 


|. Sebeet Yotad tesy “he gitoo sMaAMATAHD" ae 
| Wor sti rigwondd Sard BRED oat a aw oo 
vol sat died "840 ‘saga netbahe 
jeotedé [Silt nt sti enss> edd Torso 
oid Bad “Rardoupnad Wake edd ed sip 
\ aevo bsende geitod ‘mnt food “Boge. 
aidtéddaut’ ct 21° Gmefov Agia tisad- 
¢ dete neve ete wise nd” adeqnon OF" as 
hgtelnt ated tise teq OS Yo 'eder itrad oo! 
acob*Yttqet aatdeiveles 46 béddehh aban? 
ghitdds ude de: oxudoka “murrdé Ss suis Son ~* 
cosh aidetiner & és wane do Bead 
wivonosvd 4tt of yfdo Son S8tigas ater’ 
S45 bAW Esidsgmes “Lia of sd Deinsqans *” 

ossqoine’ brs Hest tent Ya‘ edtaathisaie’ '” 

| as edaet4a'” 
stock hl © Sens ao’ SSercdete: baa ama “no ont big | ft 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO = 476 a 


MR. FEW: Well, sir, if we were building 
a tool to make one of those (indicating an ashtray) 
you have to build identical tooling capable of 
producing thousands. Now, in the States if the have 
amillion pieces to produce, they can put a little 
more costly tool into the job, which will produce the 
piece faster and cheaper due to the increased 
production rates. In Canada we have to use our 
ingenuity and build a tool far cheaper to produce 
the tool which will produce the lower volume, and, 
thefefore, bring the amortized cost of the article 
down. 

THE CHAIRMAN: This, I understand, is an 
argument for production, but I was reading this, 
perhaps wrongly, as an argument similar to that made 
in regard to the valuation for duty on imported 
cars; that in some way you thought this was not a 
realistic price and that, therefore, duty was 
imposed on something that was not directly a fair 
market value. This is not intended? 

MR. FEW: No. 

THE CHAIRMAN: Because I am afraid I did 
not go along with that. 

MR. FEW: Now, I believe the set-up in the 
automotive industry is that they are charged 10 
per cent of the tooling costs, and that is then 
amortized into the imported part. If the tool costs, 
say, $7,000, then they have only to put ina $700 


charge for tools, while we may still have to put up 


close to, say, $500 or $600 to build the tools necessar 
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1 for the volume that they have. 

2 THE CHAIRMAN: But it is the disadvantage 

3/ gf the small market, and not the failure of National 
4 Revenue to value properly? 


5 MR, PEW: No. 


6 THE CHAIRMAN: I think that is all I wish to 


7 ask you, Mr. Few; thank you very much. 


--- Luncheon adjournment. 
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---Upon resuning at 2 o'clock p.n. 
SUBMISSION OF 
PRIMARY STEEL INDUSTRY OF 
CANADA 

APPEARANCE: 
Mr. K.B. MacNaughton 

THE CHAIRMAN; We will hear now from the 


Prinary Steel Industry of Canada which will be 
presented by Mr. MacNaughton, 

MR. MacNAUGHTON: Thank you very much, 
aia oe I think I should begin by stating my position. 
I am acting as a spokesman on behalf of four 
mnenabers of the basic steel industry in Canada. As 
you nay know we, the basic steel producers, do not 
have an an association of our own. The cornents 
contained in our written brief, sir, are of a fairly 
general nature and are the concensus of the opinion 
of the four memebers represented. 

If it would be your wish, I would be 
happy to read the brief as submitted, and I would 
ask one privilege, and that is that I be granted an 
opportunity of referring some questions as they 
arise to the representatives of the other producers 
if this ineets with your approval. | 

THE CHAIRMAN: Since it is a very short 
brief I will not object to reading it, but if you 
care to suiznarize it we would accept that; that is 


the usual practice. 
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1 ~~ WTO) = 
2 
3 However, if you prefer, you may read it. 


4 It is almost as short as a summary. 

5 MR. MacNAUGHTON: Yes. Iwill read it, 
Hi) Chen, soir, 

7 We thank you, Mr. Commissioner, for this 
8] Opportunity to present to you some facts and opinions 
g| on the Canadian Automotive Industry. 

10 The views of the primary steel industry 
11| ere expressed under eight points, which follow. 

12 The steel industry is interested in the 
13|| prosperity and the growth of domestic automotive 
14) nanufacturing as an important consuner of steel. 
15| A motor vehicle is primarily a product of steel 

16| with approximately 80 per cent of the weight of a 
ta passengers icar ‘in <tle Lormiof steel andvpie ifon. 
18) The frame, the body, tle shafting, the wheels and 
19|| the motor contain such steel industry items as 

20|| bars, plates, sheets and strip, wire, mechanical 
21|| tubing and cast iron engine blocks, etc. i 

22|| nore automobiles are manufactured in Canada, tore 
23|| steel will be used, with benefits to the Canadian 
24|| steel industry in the sale of steel and in the 

25|| provision of employnent. 

26 Much of the recent expansion in the 

27|| Canadian steel industry, both in lasic steel 

28 || making and in finishing facilities has assumed 


29|| that the donestic automotive industry would continue 


—___30|| to grow and enlarge its purchasing of Canadian 
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3 steel. This has been the case particularly in 

4 cold rolled sheets, stainless steel strip, alloy 

5 erade steel bars, aluminua coated steel sheets, and 
6| industrial fasteners, If the autonotive industry 


a does not expand its purchases of steel, the steel 


8 industry is left with an over-capacity in the 


9 above products. It would require considerable 


10 time to develop other consuaing warkets. 

11 If domestic automotive production does 

12 not resume its growth, the Canadian steel industry 
13 will not be able to reach into the production 

14 of wide cold rolled sheets, wechanical tubing, 

15 cold finished bars, aluninun coated sheets, and 

16 other steel uarkets where the automotive buying 


17 is the major part of the market. If domestic 


18 automotive production does resume its growth and 

19 its purchases of steel, the Canadian steel industry 
20 will be able to reach into the above markets and 

21 at the same time gain the lesser volume non-automotive 


markets for these products. This would displace 
the imports now coming in, and would increase 

the employnent directly in the steel industry, and 
indirectly in the various Canadian activities 


which support the industry. 


The steel industry of Canada sold 286,181 


tons of steel rolling «2ill products to tle Canadian 


autouotive industry in 1959. This was about 
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6 per cent of total steel shipments. In fact the 
1959 figure is considerably inflated as some of 

the steel purchases were re-shipped to the United 
States automotive industry because of their prolonged 
steel strike. In the United States the automotive 
industry took 21 per cent of American steel ship- 
ments in 1959. In the United Kingdom 12 per cent 

of steel shipments went to the automotive 

industry in 1959. 

Expressed in another way, Canadian shipments 
Of steel, in the inflated situation of 1959, wene 
1,554 pounds per motor vehicle assembly. United 
States shipments of steel in product form were 
4,225 pounds per motor vehicle assembly in 1959. 
United Kingdon shipment of steel were approximately 
3,504 pounds per motor vehicle assembly in 1959. 

If the Canadian steel industry can narrow 
the gap toward the British and the American steel 
industry levels, it will open up a major area of 
arket growth which would support a ore vigorous 
steel industry and higher steel employment levels. 

The increased production of the Canadian 
steel wills over the past several years has enabled 
the industry to bring its prices into line with 
American steel sill prices. At present for almost 
all steel mill products used by the automotive 
industry the Haailton or W lland base price is 


as low as, and often lower than, the Pittsburgh 
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base price. The domestic steel industry has done a 
ereat deal through competitive prices and services 
to create the conditions under which its customers 
in secondary industry have reasonably priced steel 
fron which they can produce inanufactured products 
av-competivive prices. The steel industry has 
tried, and will continue to try, to develop steel 
markets on which its growth and prosperity depend. 
Steel industry expansion takes place in 

larce and costly outlays of capital and equipment. 
Both primary steel and finishing inills are costly 
and, when installed, require large volune markets. 
The industry has a record of technical progressiveness, 
market consciousness, and success in the displace- 
ment of imports. Perhaps $600 millions have been 
spent on capital expenditures by the primary 

steel industry in the period 1950-1960. Wha 

the industry is considering, for example, wide 

cold rolled sheets for autonotive body stampings, 
the equipment is costly and the markets largely 

in the automotive industry. But if for exanple, 
the wide sheet mills are justified by the market and 
are installed, a substantial import of Steel shetéts 
or body stanpings are thereby shifted over to a 
Canadian location where Canadians are employed, 

Canadian taxes paid, and Canadian retained 


earnings accumulated for the further expansion 
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of Canadian manufacturing and employment. 

Apart from the autonobile manufacturers 
themselves, there are in Canada many manufacturers 
engaged in producing stamping and forgings for the 
automobile industry. The firms engaged in this 


business are known as Parts Makers. With a view 


to increasing employnent and increased steel pro- 
duction, we believe that consideration should be 
given to ways of increasing the use of Canadian 
stampings and forgings in Canadian manufactured 
automobiles. 

It might also be well to consider the 
practicability of adopting some procedure whereby 
Canadian Parts Makers could inake parts for auto- 
mobiles manufactured in the U.S. but sold in 
Canada. This would not only have the effect of 

increasing Canadian eimpleynent and increasing steel 
consunption, but it would be helpful to the Parts 
Makers in securing increased volume which could 
have a very favourable effect on their costs of 
production. 

Tn conclusion, the Canadian steel industry 
is keenly interested in the prosperity of domestic 
automotive manufacturing. For some Canadian steel 
products, it is presently a ‘aajor market. The 


industry is interested in seeing Canadian auto- 


“otive ‘manufacturing on the increase again. 
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3|| When that increase cones, the industry hopes to 

4| enlarge the proportion of Canadian steel used in each 
5] vehicle assembly. 

6 If these objectives can be attained, the 
7\|| steel industry can foresee a widening market for 

8| steel, and an increase in employnent opportunities 
9] in Canada. 

10 THE CHAIRMAN: Thank you very much. I 
11] don't think I have very uch to ask you, but I do 
12| have a few things which I would like to explore. 
13] It appears here that the percentage of steel 

14|| shipments to the automobile industry is relatively 
15] snall, 6 per cent, and I wondered if this was mis- 
16 leading and whether I should get clarification 


17 on paragraph eight, where you say: 


18 ‘For some Canadian steel products, 

19 it is presently a major market." 

20 

i Now, if I look at the 6 per cent I don't 
think I need to worry about this part, but when we 
ie come to the major markets these are things that 

a would not be develuped in Canada otherwise, or 

aye are dependent on others, and I think I should 

a know aore about this. 

iy MR. MacNAUGHTON: Yes. Well, it certainly 
a does vary by product and it varies by producers. 
99 I believe we have soue figures; might I 


ask Dr. Farrell, our manager of economic research, 
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3 to answer that question. 

4 I wonder if I could first mention the 

5 names of the other representatives? We have Mr. 

6 C.C. Weeks, Vice-President of Algona Steel 

7 Corporation; Mr. Ross Craig, Vice-President of 

8 Dominion Foundries and Steel, and Mr. Eric Davis 

° of Atlas Steels Limited. 

10 MR. FARRELL: With reference to the 

11 importance of the automobile saarket to the individual 
12 steel products for industrial uses, there are 


13 serew bolts and cap screws, and other such things 


14 which are important to the steel companies for 


15 finishing operations on the automobiles, and the 
as 
16 market can be as high//75 per cent of the total, 


17 and it is that right now. I also believe the 
18 figure runs high in the stainléss markets. I 

19 don't know whether to venture a particular figure 
20 on this, but it is many times higher than 6 per 
21 cent. They are the two that come immediately 

22 to mind, and alloy bars is probably pretty close 


23 to 50 per cent. 


24 THE CHAIRMAN: You have some figures 
25 there showing the proportions, have you? 

ae MR. FARRELL: These figures split the 
27 cost of steel among the main lines. 

28 THE CHAIRMAN: Suppose you were to let 
29 us have this later? 
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2 

3 MR. FARRELL: Werwinl, sin. 

4 THE CHAIRMAN: I would also like you to 

. indicate which of the ones are particularly inportant 


6 in the automobile market. 


MR. FARRELL: I will do that, sir. 


7 

8 THE CHAIRMAN: Then, I am a little confused 
9 about the shipments of steel per vehicle. I thought 
190| these English cars were so light that I wondered 

11) how they got 3,504 pounds in the vehicle, but this 

12 isn't really ay question. My question that arises 


13 Suc or this is what proportion, or can you vell 
14 ae what proportion of the steel in Canadian ‘Aanu- 
15 factured cars -- or the iron and steel -- is of 


16 Canadian origin? 


17 MR. FARRELL: What percentage? 
18 THE CHAIRMAN: Yes, roughly? 
19 MR. FARRELL: 30 per cent -- 25 or 


20 30 per cent. 


21 THE CHAIRMAN: When you say there are 
22 1,500 pounds of steel, roughly, there is another 


23 3,000 pounds that is available in the market for 


24 sonebody? 
MR. MacNAUGHTON: Most of it is pretty 


26 well hidden,and the aajor body stampings aré-iron 


27 the United States, and most of what you see on 


28 the automobile in terms of the fenders and the 


29 roof panels and the doors, etc., are imported and 


30 
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produced from cold rolled sheets. 

THE CHAIRMAN: What is the average weight 
of the automobiles? 

MR. MacNAUGHTON: I think about 4,000 
pounds; in that area. 

THE CHAIRMAN: So this gives you another 
3,000 pounds of steel which you would like to 
supply. 

MR. MacNAUGHTON: We have estiaated that 
with a production of 400,000 Canadian automobiles, 
and major body stampings produced from Canadian 
steels, there would be a market in this country 
of approxinately 850,000 tons of cold rolled sheets 
a year. 

MR. FARRELD: if the.cold roiled .heers 
in an average Canadian car which was entirely made 
in Canada was derived from steel mills, it would be 
enotner, 250,000 tons of, cold rolled sheets. 

MR. MacNAUGHTON: I should point out 
at the same tine, because the body stampings are 
produced in the United States, that there is not 
presently in Canada a “ill capable of producing 
wide cold rolled sheets that would suit the presses 
for those parts. 

THE CHAIRMAN: Because I an concerned 
not only with the automotive industry, but with 


the effect of it on the total economy, and if as a 


on eee eae ee 


wee 
a 


> ' 
— wi 
[?¢ sae 


7 ; S 
7 : + he. 
¢ ‘Tos iBone 


ies Secener: 


7 | sadeotia bello : 
|). atgten stameva odd mt dan HAMUEAHD MU CD 


+ 


- 


ill - ‘ | : 
O00.) guods dintdd T sHOPHOUAMOSMy AM, “yy 
| _ -6e08 dadd ot pebauog 


Jsottons. woy ao7ia Giid.c&  :WAMETAHD ae 

o¢ sutl binow Goy atthe iseta o-abmuog OOO E 

+ vigaue 

fang beta: tdoe sari af - OTROUAMeaM .M Wail 

uotidouesze an ibans?, 00,008. to nottowboxg 4 Sie 

HeLbARBD  siO%s beopbeat ainitqteses ybod. tol er bas 

yatusay abit at, devine 2 o¢@ Biuow sient ,eleeta 

atente belfay feo to -agod 000,080 gletestxozgaR, to 

| <aH9y, 5 

atenta baliny Hfo5 sae 21 | MAAACAD tM 

qgioahdee apy doistw sen m6 hbSned- onstsve as nt 

| od Gfyop #2 .aifte loate . ef? bevisel sav shane?) af 

| .etontia boffos Gloo To aneg 000.0c8 Adctitues 
| $90 Uateq biwons 7 SHEP GUANOSM . aM 

em ésflehsde vbod oa saneded ,X29 ones odd os 

jon of erst? gaedd ,eatgete Gotta aft af baswdom 

yatewbowm W eide@ao Ifftc 2 efanad al “isnsesiq 

SSchs%q a2 2 Paes histeew gede etsoda Bofice hlos sbi 

| "fsa aeons 0% 

bomwseunes o& Tl agngecd. svAMALAHS SAT ; 
tin td \ateshat ovttoumten alt <div yiao ton 
2 9a. 16 Gos .qnonees faded advo 9h 20. do07te. add 
‘ 


> le, 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


- 488 - 


result of an autcuotive market you were able to 
develop such a mill, what other Canadian industries 


might be served? 


MR. MacNAUGHTON: Suppose the other industries 


are concerned, the type of ill that would be used 
to produce the wide sheets for najor automotive 
stampings, would also serve certain end uses in the 
appliance industry, but by and large the plans of 
any steel coupany concerning the investment of 
capital for that type of mill would hinge al:ost 
entirely on the needs of the automotive industry. 

THE CHAIRMAN: I see that, but suppose a 
decision has been made on the basis of the automotive 
industry, are there any other additional advantages 
to Canada because you have got this «ill so that 
some other industries -- not only you but some of 
your other customers, or would this be 100 per cent 
supplied to the automotive -- 

MR. MacNAUGITTON: It would be 100 per 
cent of that. Mr. Craig of Dominion Foundries nay 
have something to say on that. 

MR. CRAIG: It would be between 85 and 90, 
and the other 10 per cent would be for partitions 
and some hot water tanks for household appliances. 

THE CHAIRMAN: In your brief you refer 
to the investuent in the industry as based on 


estinates of the rate of expansion of the automotive 
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industry, and it would be helpful to me to know 
what rate of expansion you have been counting on. 

MR. MacNAUGHTON: Ll would askDr.sParreli, 
our economic adviser in this area, to speal to that 
one ~wSir. 

MR. FARRELL: It is very costly to take 
the next step to wide sheets which are needed for 
the automotive tops and bodies. The cost of a 
wide strip mill could very well run S100 milion 
plus for the mill itself and also for the widening 
of supporting facilities. At least $100 million 
of expenditure would hang on the automotive 
market. Now, that also would require access to 
the stamping plants that could use then. 

THE CHAIRMAN: I would like to ove back 
a little in your presentation, where you say, 

"Much of the recent expansion in the Canadian 
Steel Industry, both in basic steel making and 
in finishing facilities has assuied that the 
douestic autonotive industry would continue to grow 
and I have to know what rate of growth it is 
assumed. 

MR. MacNAUGHTON: Tt tbhink Lucaniepes 
GO chat, sir, but. not with 4 presentation of any 
statistics and I don't say this in any derogatory 
sense concerning the sales forecasting of the 


autouotive industry, because Heaven's !nows ours 
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haven't been too accurate either, but aany of our 
plans =="and I speak for the industry on this =< 
many of our plans concerning the expansion of the 
flat rolled products facilities have been based to 
a great extent on forward planning in terns of 
Sales forecasting in the autonotive industry 
itself. I know there have been disappointments, 
but we have asked questions on that in aaking 
Surveys OF "Market needs an terms ‘of our producing 
Lecriivies, “and © chine that within ‘the “‘lasb-+ 

two or three years there have been some rather 
optinistic figures given to us, and predicated on 
those figures we visualized for the next three or 
four or five years we would be required to expand 
our facilities if we were going to be in a position 
to meet the market forecasts of Canadian automobile 
production, although such figures are not borne out 
by the last two years production and sales. 

THE CHAIRMAN: What I am really getting 
at is are the nistakes in terms of the total car 
sales or in terms -- or, was it the new proportion 
of imports that upset the applecart? 

MR. MacNAUGHTON: T would say; Sir, 
if the total number of automobiles imported had 
been made in Canada we would be a good deal 


closer to the expansion of some of our facilities 


today than we are. 
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THE CHAIRMAN: This is rather nore than 
one would have expected. Surely we would allow 
some imports. I have been guessing that it was 
70 or 80,000 which is the part of the imports that 
have been rather shocking, but you were taking a 
bigger rate of growth than this? 

MR. MacNAUGHTON: Yes. 

THE CHAIRMAN: I think this is, perhaps, 


the part that should be laid at the door of Mr. 


Gordon. I suppose this is another way of putting 
the sane question; what volume -- perhaps I will not 
ask that. 


My next question really arises out of 
@ comment this morning, and it is a comment on 
paragraph 5, and I think my comment is "Splendid; 
how cone?" I had been saying this morning that 
most industries haven't gotten the production 
price well up today. 

ME. MacNAUGHTON:») Well; sirs 2 don't-think 
that that situation should come as any great 
surprise when one considers the zillions of 
dollars that the Canadian steel industry has spent 
over the last 10 or 15 years modernizing its 
facilities. such investuents are beginning to 
pay off in teras of lower costs than would otherwise 
have been available to us, and we have been success- 


ful in expanding our sales to some industries on 
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flat rolled products and giving us somewhat better 
production runs per year, plus the fact that we 


just haven't gone along with price increases after every 


labour increase in our industry. 
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THE CHAIRMAN: And there is competition. 

MR. MacNAUGHTON: There is definitely 
competition, and, of course, we cannot ignore that. 

THE CHAIRMAN: In item 7, do I take this 
to be a recommendation that the Canadian content 
regulations be raised? 

MR. MacNAUGHTON: Anything, sir, that would 
require more Canadian steel in Canadian-built 
automobiles would have our support. 

THE CHAIRMAN: Even if it put up the price 
of cars where fewer cars were produced; there would 
be more Canadian steel in fewer cars? 

MR. MacNAUGHTON: Well, our importations 
last, yearmmene, over) 1305000... Ith could shrink, of 
course. 

THE CHAIRMAN: It may shrink itself more 
if you put up the price of Canadian automobiles, 

In other words, as I said to the parts people this 
morning, you can kill an industry by protection, if 
you raise the price of the product to the point 
where it won't sell. But you feel we should try to 
increase the Canadian content. 

MR. MacNAUGHTON: Yes, sir. 

THE CHAIRMAN: Have you in mind the economic 
viability of the industry? 

MR. MacNAUGHTON: As basic producers we 
ourselves cannot create a market for our product; our 
market must be created by secondary industry buying 


our products. Anything that will encourage 
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secondary industry ‘a expand immediately reflects 
in our operations, 

THE CHAIRMAN: Do you feel that there is 
perhaps more hope in part 2 of No. 7, the possibility 
of adopting some procedure whereby Canadian parts 
makers, uSing Canadian steel, would make parts for 
automobiles manufactured in the United States? 

MR. MacNAUGHTON: We believe that this has 
merit. 

THE CHAIRMAN: Have you thought about -- 
Iam thinking about one scheme. I am wanting to 
have suggested all the possible schemes. Have you 
a scheme in mind for this? 

Mn. MacNAUGHTONS «Yes, mir. 

THE CHAIRMAN: Would you outline it? 

MR. MacNAUGHTON: Yes, I would be glad to, 
and Mr. Weeks of Algoma Steel may have something to 
say to this question. We have mentioned cold rolled 
sheets, because cold rolled sheets as such represent 
the most attmactive tonnage product. We have felt 
that some method could bd worked out whereby Canadian 
steel could go to the United States in the form of 
parts or in the form of even flat rolled products 
to be formed and brought back into Canada for parts 
to be assembled in automobiles for sale in Canada. 

I cannot speak for the steel corporation; they may 
have thought of the same thing. Mr. Weeks may like 


to say something on that. 


MR. WEEKS: I could probably add to that. We 
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have been and are currently shipping hot rolled 

Steel to the United States for the manufacture of 
automobile frames to be Shipped back to Canada. Now, 
it applies only to Canadian-manufactured Cars, Hou to 
cars that are built and sold in the United States. 

We would like to see a healthy Canadian automobile 
industry and a healthy parts industry. Looking beyond 
that, if that cannot be as a result of reduced 
imports, if we should look for salvation, we would 
look very strongly towards the United States for the 
supply of rolled steel for the manufacture of parts 
to be included in the assembly either in the United 
States or in Canada for cars to be sold in Canada. 

THE CHAIRMAN: What is the position there? 

MR. WEEKS: Presently you have the right of 
Substitution, It had to be an article produced 
from steel of the exact same or near same as is 
imported from the United States into Canada. 

THE CHAIRMAN: And then the Canadian charges 
duty unless it is a free item. 

MR, WEEKS: Yes. For instance, it would 
have to be a part made from hot rolled sheets or cold 
rolled sheets. You could not ship cold rolled sheets 
into the United States and have them export to Canada 
parts made in a bar. 

THE CHAIRMAN: I don't know whether you have 
seen the comment that is in the Globe and Mail this 
morning, but worry is expressed there to decreasing 


dependence on the United States of any such arrangement 


OW abies of stead begaine ésaimduaiasiaiian 
Gist orks Bonittow tomentosa of ino eentos Mt 
sag iae? bested? ecy fi bios pty afte se. Sarid eas 
Sitdanosie werbened uidiest # 208. OF ott biyow .6W 
bueyed HMElon! setdsobal adres gdziszed s boa ytteubert 
 pasohes 46 diepet ¢ an of Gonnss dedy 2. dadd 
bivow aw paotdevise 1% Hoss binate ow TE ,edtoqud 
as wat gedade dsgretl old abruwod yingnenwde yrev dost 
ggeay to etudy ge lurist eng o'r feeds beliosr 40 weqqea: 
behind sav hi -weddie “lameness ost at hebulont adeod 
spade ni Bide ed of Brths xot abenad al a6 eoveds 
Sgitand pobetsoy afd #2 264 FHAMALARO ENT 
% Sdaly sae Svat voy qivieeert +CaenW 7M 
Ssughord ebscdae nb od of Bad ot fei tusidedus 


wae eselr Go Shee Shee ort to isede wort 


an) 
ss) 
oF 


sBbsHte® 6dat eed act beri aid wos hoticanl 
Gecrais abhbatad efd wand Sea eHaswako Say 
adi gent 6 At 2) ecotay ytub 


&tvow $ ,sotetant ol aS 1 ON IN 


sias “> etects heffay got het oben dreq a od OF evad 
sore potters pie» qide gon Mero wey .adesde befiot 
epcavt) of GaegNo mete ovat bas gatese Sepind on? ogat 
."ed-6 ot sbam SUE] 

SWAA BOY «atdenwe weasl g’atoh I PMAMALAHO GRP 
ebsd (tea bes 2dold ede nt Gh Yad Gaon eh een 
untzasrssh of vtart? Deeasiqae Bh qetee ted gatetos 
Sacheuneen Nour ge to aetete Gedhal as? Bo somehneqe’ 


a =. 


- 496 - 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


1 to increase the integration of theindustries in the 
> two countries it involved. Would you have any 
3 comments on that? 
4 MR. WEEKS: If it proves not practical to 
5 increase the production in Canada of automobiles, 
6 I don't think we would have any worry whatever. I 
7 don't think I am giving away any secrets when I say 
8 we have been selling several millions worth of 
9 dollars of pig iron to the United States, which have 
10 not only been returned to Canada but also sold in the 
11 United States. I thnk it would be a very good thing; 
12 but, first of all, we would like to see a healthy 
13 Canadian industry. 
14 I would very much like to clarify Mr. 
15 Farrell's remarks a few minutes ago about the cold 
16 sheet mili. I think he had in mind that to have a 
17 Sheet mill you must have close to it a hot mill, 
18 and probably 75 million wouldtake care of the hot and 
19 cold mill to take care of the sheet for all automobile 
20 stampings. 
21 THE CHAIRMAN: I ama little horrified 
22 by a note just passed to me -- is duty assessed on 
23 the cost of the material? 
24 MR. WEEKS: There is a drawback, 
25 99 per cent duty drawback of about 89 or higher 
26 percentage of the duty import. 
af THE CHAIRMAN: That is all that I want to ask 
28 Thank you very much. 
29 MR. MacNAUGHTON: Thank you very nuch. 
30 
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THE CHAIRMAN: We are still not quite 
straight on this. That is the United States tariff. 

MR. WEEKS: It may be either coming back 
into Canada. It would depend on the tariff for it 
coming back into Canada. The purchaser in the 
United States still gets the drawback. 

THE CHAIRMAN: The Rubber Association of 


Canada, represented by Mr. Greig Smith. 


SUBMISSION OF THE RUBBER ASSOCIATION 
OF CANADA 


Present: Mr. Greig Smith. 


THE CHAIRMAN: Yes, Mr. Smith. 

MR. SMITH: Mr. Commissioner, the purpose of 
my appearance at this hearing is primarily to make 
it a matter of public knowledge that the rubber 
industry recognizes the tremendous importance to 
Canada of the inquiry you are conducting and that it 
has an interest in it, and to assure you that you 
may count on the rubber industry to cooperate with 
you to the fullest extent of its ability. 

Actually, sir, the first ten pages of the 
brief which we submitted to you on October 3 contains 
all the information we believed necessary to enable 
you to assess the statureof the rubber industry 
in the Canadian economy and the nature and magnitude 
of its stake in the fortunes of the automotive 
industry. Consequently, I do not propose to take 


your time by repetition or a lengthy review of facts 


ee | is ae ae 
ne en te a 
asmednnet icstio sis so Fa 08 sad ho’ aitgt an 
Gee ghia ‘weld: ‘ad vin ‘x ‘aioe lane 
ae not Heres ait no beiaqed piwow te! Lsebensd otek 
Se gt at “nonditStiug ‘ont : BiSinng’ 0881 Hoad -yatmoo 
| Hip ea piatipanbs oct tion £fbye ee ee 
To aaRtensoonh neddon ‘ont 2 MAME AR ‘rt / 


i 


> JRF = 


/ SA) Mbit OSes alia send ot ya! Gotnee sie —— . 
' 
. ea sae wae Paris ty Fie ane: &. 5. Bate 2s ; 


= 


WOLTAL"AL’h, HAGAYR ABT WO YOTeRINAUE 


OS ad ace ie es ee aD wage mm hit + cn etl ee 
| Ey a Pi the CP ee Fy. Cia ee | — Aa Cae bn et acl : 
Ag 6 eo os co, = AyD! Nese . ap Na are 
as : eh 
a aes e 
ae OER Wepre Ciek ot oem aig Pedy Oe eae gee Ad 


Agime. gford .1M . staseett 


mere 


: eee, sigs be 1MAMAT AND SH? 
ie soagmag sat (teMereeitemel Sim setteMe AM 
| yee CES cio nq et pnivesd etdt ts ‘sonstasoqe gm 


redder ett tet eghetionl gttduy to asdian oat 


2 = Se 


eke Dike a ts ae es 

. .oF .onneszigml fuolaenety sit sosiagdosi yYrtauont 
oe ia eae Sagi) 

vu Sec. has fatvoybne O38 BON eetupas ott to. sheared 


(oy dnd? oy osese.od foe yt! at steresat ne gen 

Atiw sgsieqeos of piteuhdl reddéus ‘sift no Saves Yam 
ey Tee ae Seay ee Pe lee ee 

Wittia eer te vaathe- Neenis sr3.o7 voy 


mana 


267. To 80 sabiy ned feu? sat Shs ‘lt auton 
BRL Baio F msdedoo % yoy of buddimdiia sw soliw Told 
afdans of yndatesen bevatled sw adidenneta: arta its 
Jvectepbnt ridted odd teameade sit eéenes od Lory 
faye’ bas owned she a neteerey odd at 
| ial Se Giggs ‘She NS aisiind oF erit at dslede att 
sled d9"sboqeit nai off” kanenpisacd’ .yxtelitat 
Chi wast davet titgier 6 “mg HB LFE segs “d “at ow 
Ce ee a ie Sap . 5) ieee ae 


pe 


ae . 
ae : 


ANGUS, STONEHOUSE & Co. ETD; 7 
TORONTO, ONTARIO 


1 which are already before you, but with a very brief 

2 introduction shall proceed to sketch the proposals 

3 we have placed before you in the hope you will find 

4 them worthy of further examination, 

5 The point I wish to bring out in my 

6 introductory remarks is simply that the rubber 

7 industry has a substantial interest in the problems 

8 of the automotive industry. Its interest may be 

9 illustrated in a few words as follows: 

10 We estimate that the production of the tires 
11 and the many rubber parts, numbering some 200, 

12 contained in a typical Canadian compact car 

13 provides an average of six man-hours of production 
ll employment in a Canadian rubber factory, and the 

15 average Sales value of those tires and parts 

16 at original equipment prices amounts to $110. 

17 Applying these factors to the 153,932 cars, which 

18 is the number of passenger cars imported in 1959, 

19 it could be said that passenger cars alone imported 
20 into Canada in that year represent a loss to the 

21 Canadian rubber industry of very close to one 

22 million man-hours of employment and nearly $17 million 
Ue in sales. 

24 Now, these figures in turn would represent 
25 employment for between 700 and 800 persons in a 

26 factory producing tires and other rubber automotive 
LE parts. 
28 With this short introduction, I will go on 
29 to our proposals, which are two in number. The first 
30 
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has to do with sales and excise taxes on motor 
vehicles which, on their present basis, are in our 
opinion definitely inequitable in that they impose 

a heavier tax burden on Canadian cars than on imported 


ears with which they compete. 
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We propose that this inequity be removed - 
by raising the present ad valorem taxes and 
Substituting a specific.tax which would levy the 
Same amount of tax on all the vehicles of the general 
type -- that is to say, ons fixed amount applicable 
to all passenger cars;. another fixed amount. 
applicable to all light trueks; Still another. . 
fixed amount applicable to,all1 heavy -trucks, and so 
on. ; ay Rote 4 
. It, seems to us that this proposal has two 


virtues that may commend it to you. ..In: the first 


place, we do not think it would be in violation 


of trade agreements prohibiting discrimination in 


internal taxes. In the ‘econd place, it would not 
necessitate a reduction in government revenues from 


Sales and excise taxes on motor vehicles if. the 


government should consider a reduction, impractical 


in the present circunstanees.. bse 
Our second proposal is intended to increase 
production in Canadian automotive parts-factories 
by providing a positive incentive to British and 
foreign car manyfacturers to establish assembly 
operations in Canada, and to incorporate a moderate 
percentage of Canadian content in their vehicles. -; 
Behind our propasals lies the fact that the 
Canadian rubber Industry -- and.I-think the sane is 
true of other parts industries -- already manufactures 
numerous parts for practically all makes of imported 


cars, and, in fact, supplies the bulk of the Canadian 
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1 replacement demand for tires and parts. The 
2 rubber industry, for. example, produces a full 
3 range of tires used on imported cars, as well as 
4 fan belts, radiator hose and practically all rubber 
S parts for which the replacement demand is appreciable. 
6 We think the same thing could probably be said of 
7 batteries, battery cables, headlamps and spark 
8 plugs, to name a few of the deoducns of other parts 
2 industries. 
10 Furthermore, in the case of tires, at least, 
11 ye have reason to believe that Canadian original 
12 equipment prices are fully competitive with the 
13 British and European original equipment prices, and 
14 that it is not unreasonable to assume that Canadian 
15 prices of other automotive parts are, at least, 
16 closely in line with foreign prices. I might add 
17 on that point, sir, that the fitting of parts of 
18 the type I have in mind -~- tires, batteries, and so 
19 forth -- would not require elaborate or costly 
20 equipment in assembly plants, ‘ere. 
21 Furthermore, all parts such as tires, 
22 radiator hose, fan belts, spark plugs, batteries, 
23 and so on, could be incorporated in or fitted to 
24 imported vehicles without altering their appearance 
25 or their essental characteristics in the slightest 
26 degree. 
27 Then, to come to our actual proposal may I 
28 say that in its barest essentials our proposal is 
2 designed to promote the establishment of assembly 
30 
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operations in Canada, and it is that a moderate 

duty be imposed upon British vehicles and a moderate 
increase in duty be imposed on foreign vehicles. 
These duty increases should be subject to rebate in 
a few graduated steps when vehicles are assembled in 
Canada with various modest percentages of Canadian 
content. We believe, sir, that this proposal would 
create considerable employment in assembly plants in 
Canada, and considerable additional employment in 
Canadian parts factories, including the rubber 

parts factories. 

Further, it would have the merit of doing 
so, we believe, without unduly increasing prices of 
imported cars to Canadian buyers, and without unduly 
upsetting the balances of trade between Canada and 
the countries that are shipping cars to the Canadian 
market. We commend it to you for consideration, sir. 

THE CHAIRMAN: I find this a little 
surprising presentation in view of treaction taken 
recently by the government in revising valuation for 
duty. 

MR. SMITH: I must point out, of course, 
that this was written before that action was taken, 
sp hae 

THE CHAIRMAN: Would you not say that this 
has removed, or so nearly removed as makes no 
matter, the discrimination in the application of 


sales and excise tax? 


MR. SMITH: It may remove the discrimination,|or 
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most of the discrimination, as regards the basis 
on which the tax is levied. 

THE CHAIRMAN: That is the only basis on 
which discrimination against domestic cars was 
involved. 

MR. SMITH: It does seem to us, sir, that 
there is certain discrimination involved in the fact 
that a great deal of the value of a car consists 
of the wages that have gone into its production, 
and in essence an ad valorem tax on cars is taxing 
Canadian wage rates at --- 

THE CHAIRMAN: This is a different argument. 
It is an argument for protection, but the 
argument in your brief concerns discrimination 
between imported and domestic cars on the basis 
that the sale s tax was imposed at different levels, 
and that this was not fair. This has been dealt 
with, surely. You are now arguing that there should 
be a duty because of the wage differential , but 
that is another story. Even there you talk about 
a moderate duty, or a moderate increase in duty. 
This would mean no undue increase in price. What 
magnitudes have you in mind? 

MR, SMITH: What I hed in mind when I said 
"no undue increase in price’ is that if the 
British and foreign motor manufacturers assembled 
their vehicles here and attained some modest -- 

I will use that vague phrase again -- percentage of 


Canadian content they could qualify for a complete 
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1 rebate of the added duty. 

Z THE CHAIRMAN: But, you see,we have now 

3 in a sense imposed higher costs on their entering. 

4 This is a pretty big inducement. How much more 

5 inducement should there be before they decide to 

6 assemble here. We have probably increased their 

7 prices by $20. How much more? 

8 Me SMETHs* That Icannot say, sir. 

9 THE CHAIRMAN: This is the worry, is it not? 
10 Your idea of "undue' and that of the Canadian 

if Co-operative Wheat Producers Limited , who are 

12 coming before me shortly, will be very different. 

13 MR. SMITH: Yes, I-am-quite sureptheywiil 
14 be, sir. 

15 THE CHAIRMAN: Are you serious in suggesting 
16 a specific tax? Doyoureally think -- let us just 
17 put it on the lowest basis. Do you think it is 

18 politically feasible to tax a Volkswagen and a 

19 Cadillac an equal and specific amount? 

20 MR. SMITH: There are specific taxes -- 

Zi there are specific tariffs which are recognized as 
22 auite normal. 

23 THE CHAIRMAN: Let us not argue by analogy. 
24 Let me ask you whether this particular thing y= 
25 what are we going to say; $50 on a Volkswagen and 
26 $50 on a Cadillac? Are you then going to argue that 
27 we should abolish income tax? 
28 MR. SMITH: That is putting it at its 

29 extreme. 

30 
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THE CHAIRMAN: Yes, but I want to get at 
what this really is. 

MR. SMITH: I would put it this way; 
$50 on a Volkswagen and $50 on a Canadian compact, 
or the lowest priced Canadian compact. 

THE CHAIRMAN: But if it is specific it has 
to go on all passenger cars, and in that event it 
goes on also a Cadillac. 

MR. SMITH: Yes. 

THE CHAIRMAN: Surely, there is something 
to be said for grading this tax by the value of the 
cart 

MR. SMITH: Well, possibly our suggestion 
is a little sweet, and maybe there should be some 
gradations within the passenger car group. 

THE CHAIRMAN: The only thing I liked 
about it was that any hope of getting rid of this 
excise tax is based on findings of revenues elsewhere. 
At any rate, we are going to see that the government 
has its revenues, and in that you were highly 
realistic. What about a tax per pound of weight? 

MR. SMITH: Well, there again sir, that 
would be disadvantageous to Canadian manufacturers. 

THE CHAIRMAN: What about a tax per inch 
of width? 

MR. SMITH: Well, it does seem to me, sir, 
that after all the bulk of the cars sold in this 
country are still the larger Canadian or North 


American type of car. The bulk of the Canalian public 
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apparently prefers that type of car as yet. 

THE CHAIRMAN: In that case we do not really 
need to worry about putting special taxes on the 
others that they do not like. 

MR. SMITH: Within limits. 

THE CHAIRMAN: They like them within limits? 

MR. SMITH: Yes, I like the big car within 
limits, but when it gets beyond --- 

THE CHAIRMAN: Quite honestly, I do not 
ffnd your suggestion about sales tax helpful. 
Incidentally, when speaking about sales tax, are 
you going to exempt the car from sales tax when 
washing machines and everything else pay sales tax? 

MR. SMITH: I was not proposing an 
Sxemptelone Slr 

THE CHAIRMAN: You are changing the sales 
tax from a percentage to a specific tax. 

MR woMLIns -Yes. 

THE CHAIRMAN: Does this have to apply 
also -- sales tax is a general tax; it is not just 
on automobiles. What are we going to do with respect 
to washing machines? Are we going to have a specific 
tax, and put a special tax on a little washing 
machine, and another tax on a washer and dryer 

combination? 
MR. SMITHs.. Now. Our brief says, it. is 
intended to apply strictly and solely to automotive 


vehicles. 


THE CHAIRMAN: You will next argue we will 
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be exempt from income tax if we own an automobile. 
Sales tax is so general. The excise tax is a 
Special automobile tax, and there I think it is 
reasonable, but to try to treat the sales tax 
specially -- well, that is going to be awfully 
dxrfficult to convince me about. 

MR. SMITH: Well, I am sorry to hear that, 
sane 

THE CHAIRMAN: Could yowhelp us with 
another problem? On the basis of your experience in 
theindustry -- I have been trying to explore the 
possibilities of increased standardization. I am 
told there are too many models, and that if only we 
could get fewer models we could get longer runs and 
lower costs. It seems to me that this is a problem 
that the rubber industry shares with the automobile 
industry. You also have an appalling diversity of 
models, do you not? 

MR. SMITH: Yes, we certainly have, sir. 

THE CHAIRMAN: Have you any ideas on how we 
can reduce the diversity of models in such industries 
as your tire industry or my automobile industry, 
iiilamay “refer tort assuch? 

MR. SMITH: Frankly, under the existing 
combines legislation I do not see how it can be done. 

THE CHAIRMAN: The Royal Commissioner can 
always talk about changing the legislation. What 
change is required in the combhes legislation, or 


what kind of agreement do you have in mind? 
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MES oN ITH: think at a3 generally 
accepted throughout the rubber industry that the 
number of different types of tires that are made 
within any given size is almost mad, but it is not 
a thing that any one company can poSsibly take any 
action on. No company is going to cease making a 
tire for which there is a demand unless its 
competitors cease to make that tire likewise. 

In other words, I think a reasonable reduction in 
the varieties of types of tires that we make would 
have to be by industry agreement. 

THE CHAIRMAN: Most of you, or all of you -= 
most of you have parents. Are the rubber tire 
companies Canadian or --- 

MR. SMITH: No, they are all subsidiaries 
of British or American rubber companies. 

THE CHAIRMAN: I do not know whether you 
have noticed that I have been exploring opportunities 
for production-sharing across the border --- 

MR SMITH -VYeo cet, 

THE CHAIRMAN: Has this any relevance to 
your industry? If you were allowed to import free 
certain models could you produce the remaining models 
cheaper, and so put some of them back on to the 
cars that are rolling in the United States? 

MR. SMITH: Well, JI should say on the face 
of it that that seems probable; that that could be 
the result of such an arrangement, but whether it is 


practical politics, sir, I could not answer because 
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1 I have not actually discussed it --- 

é THE CHAIRMAN: I am sure that at times 

3 I am interested in the politics, but politics may 

4 pera === 

not 

5 MR. SMITH: I was/thinking of politics in 

6 the sense of Parliament. 

7 THE CHAIRMAN: The economics of it I would 
8 say. 

9 MR. SMITH: Yes. 

#0 THE CHAIRMAN: Would you be prepared to 

11 discuss this with the members of your Association 

U2 and see whether it appears to have any relevance 

13 to this industry? Of cuurse, this would be just 

14 one of the parts? 

15 Mis oMiin:s Yes, sii, 

lt THECHAIRMAN: I would be very grateful for 
17 any exploration or any ideas. TI have got to be 

18 aware of all the difficulties, but on the other hand 
19 it is mne of the --- as I have been quoted as 

a0 Saying -- it is one of the exciting avenues of 

21 InguULry 

& MAY STH: Yes. Immight say, sir, thar 
23 did discuss with our members the question of whether 
a4 a reduction in the variety of rubber products of a 
s given type we have to produce would result in material 
Savings in costs, and I got various answers. In 
a Some cases the answer was along the lines of: 'Well, 
= it depends on what you are talking abuut". 

29 


Generally speaking, the feeling was with respect to 
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tires, for example, that a reduction in the number 
of types of vehicles made would make very little 
difference in costs because, generally speaking, 
when the automobile industry comes out with a new 
range of vehicles there are only a few sizes of tires 
involved, and on each one of them you can get a 
reasonably sized run, but in the case of some of the 
other products, I was given to understand, it could 
make quite a difference. 

THE CHAIRMAN: But how many varieties of 


tires are made? Are you with one of the companies 


Gey ess 
MR. SMITH: No, I am with the Association. 
THE CHAIRMAN: How many varieties would 
these companies make -- 300? 


MR. SMITH: I think it would run larger 
than that with our companies that have the widest 
range. 

THE CHAIRMAN: I am not thinking of 
inereased standardization in the automobile industry 
on this; I am thinking now about you standardizing 
so that you are not running 300 or more different 
varieties of tires. 


MRe SMITHs. Yes. 


THE CHAIRMAN: Surely, the economies would 


be higher there, would they not -- otherwise why 


the protection? 


MR... SMITH: There isa difficulty about this 


business of standardization. I would say, 


for example 


ebegte wie. lia bie, 9b 
iiseene igeicaes wavered = scr 
” pewon 8 M31 4uo fomoo yutaghat attdomntus PY oie 
‘ese ‘Ye femke wet 6 yfoo ove wradd eofdtdey ‘Yo og087 
& $99 Ha0 HOY martd 20 aco 1989.00 bas ,bévievnd 
agg 20 emA4 to ses orf a! ait .auy beste efdannesen 
bégos 20 Desterobay od navty new T atouborg ‘rerito 


peaQota eb P ediup stem 
to esidelee. yasa wort dere) > MANTEL AH SHT 
outages add 16 sito mgivt wey eth Ssban, eve samy.” 
| Sep 
‘HOLGSiooseh viv Gein me T Lom aHRIME iM ; 
. Bivew sel¢debwsy wea WOH 3MAMTLAHD aH? 
SODE == isn koinagihnos sasas 
Tews. gy Divow 22 sintge J. seme AM 
fEaGIS att Gye gadd belq somes ‘th0 Ad w tend ned 
-aier 
te golanigds gon me I sMAMAIAHD TAT 
eegauhal eftdongives add al aotdest Daabasge bea setoat 
onl af bashrads Ney gveds wo antinidd me I setd?t no 
-dHenTiih esum vo Of pelanut Son ets voy sends on 
S2ti29 la gettelvav 
2POY see .BM 
biged esinogoss S4¢ ‘Venue sMAMEL SHO ST 
Pew Seiwteige -- Som wend bigaw , eyelid sentgia og 
Rpottastonq eft 
Sind FvOue Vapal yb s et waste  sHEEME , AM : 


wana Sot ,yse Pivaw T Gea psebaede Yo egenjaye 


3 an 


—~ 


oo a ~ “me c- 


Lee i : 


ANGUS, STONEHOUSE & CO. LTD. i ee 
TORONTO, ONTARIO 


that one of our larger tire companies makes 600 
different kinds of tires of its own volition. 

it is more or less a historical thing. Old*’cars 

never die, sir. We are still making a 30 by 34 tire 
that was used on the Model T Ford. We are making 

them because we have the moulds on hand, and you might 
as well turn out a few. We do not actually set out 
to make the 30 by 34. That was done 50 years ago. 

THE CHAIRMAN: Are you telling me that as 

a matter of fact there is no disadvantage in the 
small Canadian market? 

MR. SMITH: No, I am not saying that, sir. 

THE CHAIRMAN: In other words, there are 
economies in long runs? 

Mie oMETH ser Yes. 

THE CHAIRMAN: And if you can reduce the 
number of models from 600 to 200? 

MR. SMITH: Yes. 

THE CHAIRMAN: But then you turn me off by 
talking about Model T Fords, you see. 

MR. SMITH: Yes, there are limitations to 
the amount of simplification that can be carried on. 
I grant you it seems quite reasonable to Suggest that 
we should be able to, say, reduce the number of 
tires we make in a given size, but we are more or 
less -- I would not say we are compelled, but we 
have the equipment, and it has been bought and paid 
for, to make a tremendous number of sizes. 


THE CHAIRMAN: On page 14 of thebrief you sa 
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1 "We understand that present methods 

= of administering the Excise Tax Act 

3 and the Commonwealth content provisions 

4 in the automotive tariff schedule 

5 practically prohibit companies importing 

6 motor vehicles from entertaining the 

7 idea of undertaking the slightest 

8 assembly operation in Canada because of 

9 cost penalties in increased taxes or 

10 customs duties that would be incurred." 

11 Would you care to amplify that, or explain it? 

12 MR, SMITH: What I had in mind, sir, was 

15 the fact that an imported vehicle, imported in a 

14) complete and’ finished condition, paid’ an exeise 

i and sales tax on bare duty paid value -- in the 

e case of the United Kingdom of course, it is duty 

17 free -- whereas if a company undertook to ship 

18 knocked down vehicles here and to do the assembly 

cd work here tt immediately becomes a Canadian manufactur 
oa and subject to tax on the same basis as any other 

a Canadian manufacture. 

a THE CHAIRMAN: This inequity has pretty 

= well been removed. 

. MR. SMITH: That seems to have been removed. 
Z THE CHAIRMAN: I am glad I asked this 
ee because I was wondering whether you were asking 
at whether the 40 per cent content requirement was so 
2 onerous that it deterred people from trying to enter 
a Canada, and that a lower content requiement either fo 
30 
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very low volumes, or at its very early stages of 
assembly in Canada, should be arranged in order 
that these companies be not practically prohshited 
but rather encouraged? 

MR. SMITH: Well, sir, in connection with 
our proposal regarding assembly operations I did 
have in mind that a lower percentage than 40 per 
cent might be required; that there should be some 
distinction. 

THE CHAIRMAN: What percentage is the 
rubber content? 

MR. SMITH: Well, as I said, on a compact 
car we figure $110 is rubber, but I was not 
thinking solely ofrubber products. As I said, 
there are other items such as batteries, battery 
cables, spark plugs, headlamps, and so on --- 

THE CHAIRMAN: All of which have a good 
deal of rubber in them? 


MR. SMITH: Some, possibly. 


THE CHAIRMAN: You are a loyal representative 


of your industry, Me. Smith. 1 think that 2s all 
I want to ask you. Thank you very much for 


appearing. 
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1 SUBMISSION OF CANADIAN CO-OPERATIVE 
5 WHEAT PRODUCERS LIMITED 
3 Presents, Mr. D.W..Riehmond, 
secretary. 
4 
THE CHAIRMAN: Yes, Mr. Richmond? 

‘ MR. RICHMOND: Mr. Commissioner, my board 
appreciates very much your invitatinn to appear 
: here and make an oral presentation. Their first 
: thought was, perhaps, if we sent you a written 
a submission that that would be satisfactory, but 

after the invitation came they considered it again 
= and felt, perhaps, it would get a little more notice 
4 if we did appear, so it is only for that particular 
yr reason that I am here. However, if you wish to 
: question some of the statements my appearance here 
- does provide that opportunity. 
rm There are one or two very minor changes 
a. that have been made in this submission, Mr. Commissioner, 
- that we sent you. In other words, it has been 
a edited very, very,little. I will read it without 

the appendices. 
21 
22 = 
23 
24 : 
25 f 
26 
27 
28 
29 
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DD. 1 1 Lo 
2 
3 The Canadian Co-operative Wheat Producers 
4 Limited, which represents through the three Prairie 
5 wheat pools, some 200,000 western grain srowers, has 
6 a two-fold interest in the outcone of your investi- 
7 gation into the Canadian automotive industry: As 
8 representatives of one of Cunada's largest groups 
9 of primary producers for the export market that is, 
10 g@real grain and as representatives of a large body 
11 of consumers who have direct interest in the avail- 
12 ability of adequate consumer goods at reasonable 
13 priees:, On these two questions we have some ob- 
14 servations that might be of assistance to your 


15 deliberations. 


16 We are an instrument through which the 
17 Alberta Wheat Pool, the Saskatchewan Wheat Pool 

18 and Manitoba Pool Elevators take joint action. 

19 These three separate organizations are co-operative 
20 erain handling and marketing enterprises whose sole 
21 purpose is to serve their wembers and carry out 

22 policies formulated by them. The combined member- 
23 ship of the three provincial organizations is 


24 approxinately 200,000. Canadian Co-operative 


Wheat Producers Liaited, then can properly ctain 


25 

26 to speak for the majority of Canadian grain producers. 
27 Our farmers are deeply conscious of 

28 the changes in the motor vehicle industry. First 

29 from the point of view of the general public and 

30 secondly because of the extent to which :otor vehicles 
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ee ee 


have becowe an essential part of the farner's equip- 
ment. We learn that your appointment by the Govern- 
ment results from representations made by the United 
Automnobile Workers and by the parts manufacturers. 
When the Prime Minister, on July 28th, informed 
the House of Comions that the separate appeals had 
been wade, he did not inform the House of Cominons 
as to the particular requests made by either the 
United Autonobile Workers or the manufacturers of 
automobile parts. The Governient recognizes the 
inportance of the autoiuobile industry, an opinion 
shared by all Canadians. This recognition is 
shared by the grain producers for whon we speak. 
The automobile industry is an important element 
because of the extent to which the passenger car 
affects our mode of life and the ‘notor vehicle has 
altered the pattern of many industries. We learn that 
the retail sales of new motor vehicles sold in Canada 
during 1959 was 502,606 units with a retail sales 
value of $1,540,168,000, both of these figures being 
records. These statistics indicate the importance 
of the automobile industry from an econouic point 
of view. In this gubnission to you, Mr. Commissioner, 
while recognizing the fact that the automobile 
is a necessary and essential feature of Canadian 
life, we wish to deal with the economic importance 


of both the automotive and acricultural industries 


and their relationship to one another. 
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The Western grain growers would not wish 
this Comaission or anyone else to get the impression 
that Prairie people, whether grain growers or not, 
fail to appreciate the problems facing many segments 
of the industrialized areas of the country. However, 
they want, in all fairness, to point out that there 
is an honest conflict of interest between manage- 
ment and labour of those industrialized areas and 
the grain growers of the West about the kind of 
solution which is best. It hardly need be re- 
stated that the grain growers, as pralucers of 
one of Canada's main export commodities, have been 
through the years advocates of the freest possible 
trade relations between Canada and all countries. 
Grain growers have traditionally opposed any inove 
to increase Canada's tariff structure and they 
have waged a constant and ever-continuing battle 
to have present restrictions either lifted or 
modified to allow greater freedon of the movenent 
of goods. They believe that since they :aust sell 
75 per cent of their product on the world market 
it is not only desirable but essential that the 
nations to which they sell must be enabled to 
send goods to Canada thereby providing the grain 
producing countries with an opportunity of 
earning dollars with which to pay for grain. 

It is iaportant to note that the bulk 


of Canadian wheat exports are destined for areas 
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which sell automobiles to Canada. For example, over 
half goes to the United Kingdom and Western Europe. 
During the last crop year, Great Britain took 93.9 
million bushels or 35 per cent of all Canadian wheat 
and wheat flour exports. In the post-war period this 
share has varied fron 31 to 70 per cent. West 
Germany ranks as the third largest buyer of Canadian 
wheat, with Japan taking over second place in 
recent ye ars.. 
IT have added a very brief table relative 

to the export of all five principal grains, and 

4t shows that to the United Kingdom last year it 

was 130.3 million bushels, and to Germany it was 
32.1 million bushels of the five principal grains, 
and on page 3 which is headed, "Exports of Canadian 
wheat to Certain European Countries" the detail 

is. given ‘there. I don't suppose you would wish 
ne to read those figures; they are before you. 
There is also a table of the exports of Canadian 
see that 


wheat to all countries, and you will 


eToamimriaon bushelsvot wheat were exported fron 


Canada last year. 


We express the concern and the fear that 


the request of the United Automobile Workers and 


of the parts manufacturers may Leadaco la. measure 


of regulation for a forn of protection which will 


assure a larger share of the Canadian sarket to 
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by restricting in one for: or other the importation 
of foreign made motor vehicles. Canadian farmers 
are large purchasers of motor vehicles and as 

such we repeat they are concerned with your inquiry, 
with your findings, and with subsequent Government 
action. 

Tables indicating the extent to which 
agriculture has adapted motor vehicles to its 
method of operation are attached as appendages. 

The figures given are cited as proof of 
the extent to which Canadian agriculture is becoming 
mechanized and industrialized. While the number 
of farms has declined we find 22,000 additional 
automobiles on farms in 1956 over the number on farns 
in 1951, an increase in the number of motor trucks 
on farms of 81,000, and incidental to your inquiry 
Cups lustratine ur point, the increase in the 
number of tractors on farms in the five years 
cited is 100,000, and the increase in grain combines 
over the sane period is 46,000. As large purchasers 
of notorized vehicles our farmers are seriously 
affected by changed in models, in performance 
and in prices of these vehicles. The motorized 
vehicle has become a major factor in the cost of 
production of Canadian faruers and particularly of 
the grain growers in the three Prairie provinces. 

Publicity has been given to certain 


unhealthy aspects within the automotive industry. 
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We have previously stated the fact that, using 
Dominion Bureau of Statistics figures, the total sales 
of new motor vehicles in 1959 reached an all-time 
high, a new record. This being so we must assume 
that the industry in itself is in a satisfactory position 
We find that D.B.S. in its report on manufacturing 
gives figures under the heading "Transportation 
Equipment. | Tt seems to us. that the istatistic 
covering vransportation equipient would approximate 
that for: the autonotive industry. Both the index 
figure for eimployiaent and aggregate payrolls are 
down from the 1958 figure but substantially higher 
than that of 1949. Taking 1949 as the base the 
Dominion Bureau of Statistics show employment up in 
1959 and in April 1960 at 112.3, while the aggregate 
payroll for 1959 gives an index of 192.2, and for 
Por Web 960'5 20dWGi 
In view of the picture presented by these 

statistics, perhaps the grain growers in Western 
Canada can be forgiven if they fail to appreciate 
that an alarmingly distressed condition exists in 
that phase of Canada's economy devoted to the 
production of transportation equipient. These sane 
growers, aS purchasers of automobiles and trucks 
are disturbed over the steadily increasing cost 

of these vehicles. Recognizing thatthe prices 

have kept pace with inflationary trends in Canada, 


they are disturbed with the mechanics which force 
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upward the price of goods which these grain growers 
must buy. A solution to the spiral inflationary 
process has eluded business, industry and Government. 
An answer has not been found, yet the people who 
suffer from this process are the producers of prinary 
products among which must include wheat and other 
grains. 

The thinking and attitude of grain 
producers is influenced by their own economic 
position. iis, 2s) NOt pecuLian: to.our Lerners. 

It is a statement that can be applied to every 
Canadian. Our attitude to others may be influenced 
by our sense of well-being, yet while the grain 
producer is faced with décl*tring income and in- 
creasing costs he is not unsympathetic to other 
economic groups in our nation. The facts are that 
the Western Canadian wheat grower must secure ex- 
panding overseas markets at higher prices than now 
prevail or he must cut his cost of production. 

The incone and attitude of the grain producers can 
be illustrated by statistics covering both a long 
range trend and the more ianediate development. 
D.B.S. reports that since 1947 the price of wheat 
on the farms of Western Canada has declined el per 
cent, while the costs of goods and services have 


increased by 60 per cent. 


Net farm incone for 1959 is stated by 
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the Dominion Bureau of Statistics to be $1,191,870,000, 
a decline of $161 illion from the previous year, 

a decrease of 11.9 per cent in the 19599 net incone 
compared with that of 1958. The Dominion Bureau 

of Statistics also point out that the total farm 
operating expenses and depreciation charges in 1959 
were 5.3 per cent above the figure for 1958, and 

10.8 per cent above the figure for 1957. These 
figures are cited by D.B.S. at $1,890.5 million 

in 1959, and $1,795.8 million in 1958. 

The grain grower is desirous of sharing 
in the growing and buoyant Canadian economy. He 
believes that this buoyancy is in some considerable 
measure the result of large exports which Canada 
is able to make, and of these large exports wheat 
is a prominent factor. He believes also that it 
would not only be to his benefit as the grower of 
this product, but to all Canadians if this export 
market for wheat flows at full tide, and he 
knows that if wheat is to flow freely to buyers 
in other nations we must be willing to buy the 
goods which they have to offer. We think this 
igs desirable not only frou the point of view of 
the grain producer himself but from the consider- 
ation of Canada's business life. The importation 
of British and European passenger and co:aercial 


vehicles into Canada rose sharply in 1959. The 
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3 Dovainion Bureau of Statistics record that 122,340 
4 units were sold in Canada is that year compared to 
S| 83,863 in 1958, and the retail value of these units 
6] in 1959 was $243,008,000, a rise fron $165,273,000 
7 in 1956; Based on the retail sale price of new 
8 motor vehicles in Canada during 1959, 26 per cent 
2 were of British or European origin while in 1958 

10 the percentage of British and European passenger 

11 and commercial vehicles sold in relation to the 

12 total sales was 20 per cent. 

13 The latest report which I have, Mr. 

14 Commissioner, is from January to July, 1960, and 

15 of the total sales, 25 per cent were British 

16 and European origin. 

17 There can be no doubt that this popularity 
18 of the British and European passenger car is 

19 indicative of the desire of the Canadian public 

20 to choose from a wider range of nodels than has 

21 yet been provided by Canadian manufacturers and 
22 here we refer ‘to models not on the basis of 

23 superficial trinning but on that of fundanental 

24 structure. The problem of motor car sales within 

25 Canada seems to hinge mainly on the apparent 

26 rejection by some portions of the market for - 

27 high-powered, sadget-encased ‘nodels whose annual 

28 price tag has been rising with the addition of 

29 each new gadget or piece of chrome. 
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We believe that only a part of the autouobile 
industry is affected by the increasing number of 
British and European ade vehicles which are sold. 
These vehicles are handled through dealerships, they 
are serviced and maintained in much the same way as 
vehicles made in Canada. Therefore, we think that 
this branch of the automotive industry is not greatly 
affected by these inportations. The figures supplied 
by the Canada Year Book show that there were sixteen 
establishments making motor vehicles, and 198 
establishnents making motor vehicle parts in 
Canada, with employees nunbering 35,099 and 21,471 
respectively. There were therefore fewer than 
60,000 employees engaged in the production of motor 
vehicles and motor vehicle parts. These figures 
were taken from the 1956 Year Book, Mr. Commissioner. 
Perhaps the 60,000-odd employees of the 
Canadim automotive manufacturing plants may be 
affected to some desree because they are required 
to compete with an imported product. Wwe suggest 
that the conditions surrounding the employees in 
the automotive aanufacturing industry are precarious 
and alweys have been. For many of these employees 
’ their work is seasonal, influenced as it is by 

the production of new models which flood the market 
periodfvally. 


We recognize that our country, Canada, is 
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faced with a problem of unemployment of such 
dimensions as to give authorities some concern and 
that some of this unenploynent exists in the auto- 
“otive industry. The Douinion Bureau of Statistics 
estinates Canada's labour force to be 6,523,000, of 
which 6,303,000 were einployed in August last, 
leaving 322,000 men and women seeking work. Those 
without jobs represent 4.9 per cent of the total 
labour force. There is, we learn, a good deal of 
fluctuation in the labour market. Between July 
and August there was an increase in the nunber of 
persons seeking work of 11,000. Almost. aim or this 
increase is attributed to automobile plant shut- 
downs for odel change over and reduced activity 
in the construction industry. 

In conclusion, the Prairie grain growers 
subait that the problems of the Canadian automotive 
industry can be solved in a large part by the 
industry itself. The grain growers are concerned 
about the quality and perforimance of passenger cars 
and trucks that are available to then. They are 
equally concerned that the price of these vehicles 
should not continue to rise, contributing ad- 
ditional pressure to the already mounting cost- 
price squeeze faced by uany portions of the faru 
community, particularly those who grow Prairie 


grain for export. 
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3 But this concern aside, the grain growers 
4 are ever vigilant against any move by anyone to 

5 increase tariffs and trade restrictions against 

6 goods entering Canada from countries which 

7 are potential purchasers of Canada's high-quality 

8 grain erops. This submission to your Commission is 
9 primarily aimed at making this single point. The 
10 success of Canada's grain-for-export industry is 

11 vitally important to tle whole economy and the 

12 nakers of automobiles ought to know that as well as 
13 the rest of the country. It is not a regional 

14 industry, although it happens to be placed on the 
15 Pragries,) 8itis-a national industry; "its 

16 products contribute greatly to Canada's international 
17 trade and the advantages of continuing high trade 
18 in grain will accrue to all Canadians. 

19 Canadians, whether in industry, manu- 

20 facturing or agriculture, should work for an ex- 
21 panding market and be able to weet free and fair 
22 competition. 

23 That, Mr. Comaissioner, is respectfully 
24 subuitted by the Canadian Co-operative Wheat 
25 Producers Limited. 
26 
27 
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THE CHAIRMAN: Thank you very much. I 
don't think I am going to question you. I am going 
to make a little speech to you. 

Il am going to. suggest you buy a record of 
the proceedings of the whole hearing. I also an 
inclined to say that it was wise of you to come. 
However, it has become nore and more clear that 
the purpose of these hearings is not only communi- 
cation between those who submit briefs and ine, but 
between those who will be subnitting briefs. What 
I regret is that while representatives of the 
automobile industry and parts industry have heard 
your submission -- and when you appear in person 
it makes a greater inpression than just reading 
a document -- I regret that you were not here yester- 
day when the unions were here, and I regret that 
you were not here when the manufacturers made their 
presentations or, I believe, when the parts 
manufacturers uade their presentation. 

Now, while this is a very strong ex parte 
representation on behalf of one group in Canada, 
and while it is desirable that this should be 
considered and heard by those concerned directly 
with the automobile industry, it does seei to 
me a little desirable, too, that the farmers 
of the Prairie and their organizations should pay 


some attention to the probleas of industry in 
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this "partrof “<the country. 

I think perhaps I would have refrained fron 
this sermon if you had not used one word, but when 
you referred to the fact that unemployment was 
civing some concern, I was shocked, and I wished 
you had been here when the representative of the 
unemployed workers of Windsor was making his presen- 
tation. Mis 1S not @ matter or some concern, 
Bite 15 @ mapter of dreadiul concern to all 
Canadims. That is the sermon. 

If I could ask one question. Have you 
many imported cars on the Prairie? 

MR. SMITH: A substantial nuaber,.yes -- 
not on the Prairie farms, in the Prairie towns, 
yes. 

THE CHAIRMAN: It is an urban problen, 
Houeo rural proplien. 

Mie oMrpH: “Yes. 

THE CHAIRMAN: It has been said that 
we were depriving the farmer of his iaported car 
when really we were depriving the city slicker 
er His inporved car, I have a lot of sympathy 
for the farner. 

MR. SMITH: I think many farmers in the 
cars; 


Prairies provide a market for second hand 


they don't buy new cars. 


THE CHAIRMAN: And the second hand car 
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is cheaper than the imported car. 
MER. oMELHe “Yes. 
THE CHAIRMAN: I hope on the one hand you 


have forgiven me and on the other hand taken to heart 


“ay sernon. 


~--Whereupon the hearing adjourned. 
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SUBMISSION OF THE GOVERNMENT 


OF SASKATCHEWAN 
Present: Hon. Russ Brown, 
Minister of Industry and 
Information. 


THE CHAIRMAN: Mr. Brown? 


HON. MR. BROWN: Is the procedure to read 


‘lthe brief? 


THE CHAIRMAN: No. I was hoping that you 


See via cunmiarize it, highlight it, and let me 


10 discuss some elements with you. 


HON. IR. BROWN: Well, I think possibly we 
can turn to the conclusions arising from the brief 
itself on page 20 and from there to page 24, which 
is not too lengthy , and will pretty well summarize 
our submission. 

On the bads of the foregoing discussion 
we would suggest that, in order to be effective, 
policies for the Canaiian automotive industry must 
deal with basic industry policies, the factor of 
the limited size of the Canadian market and the 
economic recession. 

We feel that to impose new tariff barriers 
or use ether protective devices to solve tne problems 
of the industry would be to ignore these basic 
factors. We wish to state most clearly and 
emphatically that we are opposed to an increase in 
tariffs. We are concerned by the extent to which 
Canada's trading relationships particularly with 


the United Kingdom would be jeopardized by such steps. 
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The Commission will not need to be reminded 


1 

9 of the fact that the United Kingdom is by far the 

3 most important market for Canadian wheat nor that 

, Saskatchewan as the Supplier of about two-thirds of 
5 Canada's wheat has a special interest in the 

6 maintenance and expansion of that international 


; wheat market. We believe that we are speaking for 


all regions of Canada when we express our concern 


8 

9 about the dangers to trade with the United Kingdom 
10 for many other regions besides the prairie area 

1 are dependent on the United Kingdom for the sale 

12 of a significant share of exports of local commodities. 
13 Exports of forest products to the United Kingdom 

14 rank in total very close to those of wheat. Then 

15 too there are sudstantial exports from Canadian 

16 mines and refineries, salmon fisheries as well 

17|| 28 other grains and specialty crops like tobacco 

18 and soya beans. For instance in 1959 37 per cent 
19 of Canada's exports of copver ingots, 42 per cent 
20 of nickel exports and 45 per cent of exports of 

ml Zinc spelter went to the United Kingdom. Clearly, 
92|| Some aspect of the economy of all regions of Canada 
3 would be adversely affected by policies that would 
24 restrict trade with the United Kingdom. We feel 

95|| that the Canadian motor vehicle industry itself 

96|| would ultimately be adverccly sffected by any loss 
7 of United Kingdom markets by any region of Canada. 
28 Frankly we are alarmed at the rising chorus 
99| Of demands for increased tariff protection, demands 
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that we believe to be detrimental to the long-run 
advancement of Canada in the world economy. These 
can only be interpreted as pressures for heightened 
economic isolationism. There seems to be an 
increased tendency for each industry to press for 
piecemeal solutions to their own particular problems 
without sufficient regard to their over-all 

effect on the Canadian economy. Indeed, there is a 
disturbing parallel between these present demands 
and the protectionist policies adopted so sidely 
and so ineffectively during the depression of the 
thirties. 

We hope the lesson of that experience will 
not have to be learned again. The futility of such 
policies is made clear in one of the reports on 
‘Canadian Secondary Manufacturing Industry" made 
for the Royal Commission on Canada's Economic 
Prospects which stated: ‘Added protection for 
secondary industry diverted an increased share of 
the existing Canadian market to the domestic 
producer, reducing unemployment somewhat at the 
expense of the foreigner, but the fall in the total 
market nevertheless overwhelmed any rise in the 


Canadian share in most cases.’ 


We believe that it would be much more the 
course of wisdom to explore the possibility of a 
basic re-organization of the motor vehicles industry. 
For instance we believe it is unfortunate that the 


Canadian industry has so closely imitated the trends 


enemee oft tA 2480 nf mete. 
er Sete tt 4 ee ? ina 
1 havea ib cae : ot 
Wet amenq oF wiseumnt Acts vot stints 
aheitouy weivalmaq ave xtedd 39 enottoten fammedele 
{Tetevo “iad? 2 Siege: sastotTive sae | 
2 Wl sted? {foebeT \withooe aslbeted edd dé Geet : 
ehinied distur scold nosed (elhiver aateusets | 


oT 


& aa.7 
a 


Wohia @ée bagqebs coloting Sernottostorg ed? baa 
od? 96 solewaraeh snr sated Usvidosttoal be few 
-eolduh ig 

fliw eghmeltages Yerkt to noses!” eid eqad “ow 
Nowe Yo ytiileyt on <ntaye Beavest od 63 sven don 
0 wderqey da¢ T6 sho nt yaels oben et estertor 
ean “vidi ubel YritswwdsBienat Yretndssl netbeans” 
olmwomeo® ¢ ahansd not notestmios feyon oft =e4 
“OT Ho2 TosFs2g DebbA ‘badd dotdw adtuqeay? 
re etaits boaasshiie ne bedievih yitevbar yredaoesd 
cifesmoh off oF Joan asthsaad antdelne aid 
wig th sértwonor dnonroLqmong pilouvhes™, Yasbedd 
LGvn} edd mi Ciwt of} tua (Yetigietet G3 Yo’ Sensex 
sid #1 e614 the benlanwtdéve saslor Hoven sare 
showsh Fda nt otBte det baneo 

1 shte cinia od Ofudw 3)  tuqe ovellod oW 


EY Wltiigtesoq adt Ssrolgxe oF wobuie ag oeiveb 


| Witeutn) wuinisey “gee ard AGI ahsNssNe~5y ohend 
ot deat etdabdec i ef 92 S¥8iIed sw S6RSduiT aah 

| sheng od begddity tieecks ae Sah Yadapbat 2 

; . a 7 | Nef — 


ANGUS, STONEHOUSE & CO. LTD. = 534 a 
TORONTO, ONTARIO 


1| and fashions of its United States counterpart. 

2| We realize how closely the two industries are inter- 

3| related both in ownership and in other ways but 

4| we believe that much greater autonomy could be 

5| displayed by the Canadian industry. There is some 

6|| indication that the Canadian industry has already 

7| suffered as a result of its lack of independent action. 


§| It might be suggested, for instance, that the lower 


g| incidence of European imports in the United States 
10| aS compared to Canada is some indication that the 
11] American model is better adapted to the United 

12|| States market than to that of C nada and yet the 


13|| United States models have been in effect foisted 


14) on the Canadian market. We should like to see the 
15] industry give consideration to the production of a 
16|| Canadian automobile, an automobile that would be 

17) more utilitarian, less subject to model changes, 

18|| easier to repair and less expensive than the recent 
19|| American models. Such an automobile should provide 
20| for the special conditions of Canadian winters. 

21] We have reason to believe that the elimination of 


22|| annual model changes alone would do much to make 


23|| Such a step by the Canadian automobile industry 


economic. In addition, we should like to see more 
consideration given to the manufacture of low-cost 


trucks. 


We recognize that there are intrinsic 


difficulties in the path of some of these changes. 


It is widely accepted that the Canadian market, and 
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1) particularly one divided among three principal 

2 manufacturers, is too small to permit as low-cost 

3 production as is possible in the United States. 

4| Nevertheless it should be recognized that taking 

5| into account the sometimes artificial restraints 

6 that have been placed upon it, the Canadian motor 

y vehicle industry is probably one of the most 

8 efficient in the world. The growth of imports has 

g| been in models where the Canadian industry has 

10 nothing to offer as an alternative. 

11 It may well be that re-organization of the 
12 Canadian industry itself would be insufficient and 
13 that a basic re-organization of the whole North 

14 American motor vehicles industry would be required. 
15 We urge that the Canadian government in conjunction 
16 with representatives of both management and labour 
17 of the Canadian industry should now discuss with 

18 their counterparts in the United States arrangements 
19 to enable both the Canadian and United States plants 


20 to share in all the North American market. We 


21 believe it would be the course of wisdom to follow 
2) the example of policies concerning the farm implements 
23 industry where more economic production has been 


made possible by the tariff-free movement of farm 
implements across the border. Just as many 
combines are made in Canada for export to the 
United States and many farm trectors are made in 
the United States for export to Canada, we believe 


it would be possible for some passenger car models 
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to be manufactured in Canada for the total American 
market for those models while other models are 
manufactured in the United States for the North 
American market. 

Undoubtedly this type of re-organization 
would have to be accompanied by action on the part 
of both governments to adjust the tariff structure 
on motor vehicles and parts. Some assurance 
would be required from the companies concerned 
regarding the scope of their operations in both 
countries before the necessary tariff changes 
could be proceeded with. Nevertheless, we believe 
Such a step would be of benefit to all concerned. 
It would permit lower cost production and accordingly 
lower prices for the Canadian consumer even if 
wages for those employed in the Canadian motor 
vehicle industries were raised to the United States 
kvel. It should facilitate greater employment in 
the industry and on balance provide for increased 
production although we recognize that this would 
depend on the arrangements concluded. Undoubtedly 
one of the greatest attractions of this proposal 
is that it might enable the manufacture of a 
Canadian car since access to the whole North 
American market would provide the sales volume 
We 


necessary to make economic production possible. 


believe an imaginative approach of this kind should 


be undertaken without delay. 


Finally, we believe that the most essential 
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1 step of benefit to the motor vehicle industries 

2| would be the achievement of general prosperity 

3] and full employment in the whole Canadian economy. 

4! This general objective certainly comprehends 

5] measures to raise depressed agricultural income, 

6| and to Support high levels of employment and economic 


7 activity generally. 


8 May we repeat that we feel most strongly 
9| that the maintenance of a soundly-based Canadian 
10] motor vehicle industry is of paramount importance 
11/ to Canada as a whole and we trust that the brief 


12 hereby submitted will be of some help in the 


13 achievement of this end. 


14 Since the brief of the Saskatchewan govern- 


15 ment was prepared, the federal government has invoked 
16 its arbitrary valuation powers under the Customs 

17! act against European car imports. This has been 

18/ done even before this Royal Commission began its 

19 public hearings on the automotive industry and is 

20] in the face of representations since made. I want 

21) to protest this as an unwise and possibly disastrous 


step that should at the least have been postponed 


until this commission had considered the whole 
question and made its report. I hope that the 
Commissioner can make his own representations to 
the government even before his report is completed 
to have this decision postponed. 

In my view, this step is a Supreme example 


of what not to do to the automotive industry, an 
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action equivalent to doubling the tariffs on 

Western European cars and the virtual abolition 

in relation to the United States of the Commonwealth 
preference on United Kingdom cars. This is being 
done in an era in which trade barriers are being 
lowered and Canada is hoping to increase trade with 
the United Kingdom and Western Europe instead of 
being so exclusively dependent on the United States 
market. 

I want to urge again that instead of this 
narrow, self-defeating policy which serves to 
isolate Canada ever more from the world on which we 
depend that the problems of the automotive industry 
be approached with imagination and in a positive 
manner. Basic weaknesses of industry structure 
and policy should be resolved. Certainly a new 
approach by the industry to the consumer is long 
overdue. We all make mistakes but it appears that 
the mistakes of the automotive industry have more 
horsepower to the pound and more chrome and glitter 
to the square inch than those of almost any other 
industry or agency. 

But above all, we must overcome the lag in 
Canada's economic growth that more than any other 
factor has created problems for the automotive 
industry apart from the industry's own policies. 

I fear that this latest action by the federal 
government in following a course of action that it 


has criticized when engaged in by other countries 
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1| can only further complicate the problems of our 

2|| economy and postpone the steps necessary to the 

3] prosperity of the Canadian automotive industry. 

4 THE CHAIRMAN: My first comment is on the 

5| brief as submitted, not on this latest comment. 

6 It is sometimes difficult for a professor, 
7| when acting as a Royal Commissioner, not to behave 
8] as a professor. Professors are usually grading 

9| essays. It was not necessary to grade the submissions, 
10/| but if we were grading the submissions the brief 

11/| of the Province of Saskatchewan certainly would 


12] be coming somewhere near the top. We congratulate 


is) youlon its) quality. 

14 HON. MR. BROWN: Thank you, sir. 

15 ™HE CHAIRMAN: Your argument in the brief, 
16| or one element of it is high level employment; 

17 that is the imprtant element in solving the current 


18) difficulties of the automobile industry. You don't 


19 give any indication of what increased sales of 
20 ears there might have been if income had increased 
21/ at the rate at which it had been increasing in 


22 the previous few years. Do you really think that 


23 the decline in income is a very significant element 
24 in explaining the decline in production? Is it 


25 really significant as compared with the great 


26 increase in imports? 


a HON. MR. BROWN: I think that is true, 


28 speaking of the Province of Saskatchewan particularly. 


29 I think you can probably notice an effect on 
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automotive sales more in the Province of Saskat- 
chewan than in most other areas, with the 

fluctuating factor of income. You can readily obtain 
this kind of information from the automotive dealers 
throughout the province from year to year, and it 
seems to be borne out that their sales do go up and 
down in accordance with the fluctuations in the 
income of the farming population in the province. 
This is not only true of the automotive industry. 

THE CHAIRMAN: The Province of Saskatchewan 
1s a very small part of the whole, and, in fact, 
the interesting thing is how well sales have been 
maintained but how domestic sales have fallen. 

HON. MR. BROWN: Yes. 

THE CHAIRMAN: You take a line which I 
found unconvincing when taken by the English 
representative, that these imports are not really 
competitive, these are just extra sales, and perhaps 
this is related to your income view, that the 
sales of Canadian cars have gone down, and that an 
imported car is just added to the market. Do you 
think that is true? 

HON. MR. BROWN: It may be stated, yes. 

THE CHAIRMAN: But do you really think so? 
I was quite honest in saying that for my wife, 
in making a choice, the Falcon or the Valiant or 
the Corvair and the Hillman and the Mercedes, and 


So on, were all lined up as the things between which 


she chose, and if she bought a Hillman this is something 
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additional she is purchasing and this didn't 

affect in any way the sales of Falcons. That is 
nonsense. I don't see how people can say that. 

There must be something in it; intelligent people say 
it, and I am trying to press you to explain it: 

HON. MR. BROWN: I think I can explain it 
this way, that we know from experience in the 
Province of Saskatchewan -- and we have a large 
number of low income families -- that there are 
families who are driving automobiles today Simply 
because they are able to obtain a Volkswagen, and 
it is the price which prevents them from owning or 
buying a car. 

THE CHAIRMAN: Owning or buying a new one? 

HON. MR. BROWN: It is not only the 
original purchase value you have to consider but 
the maintenance and operating cost you have to 
take into consideration. I don't drive a 
Volkswagen, but I understand they are much more 
economic to operate than the car I am driving at 
the present time. 

THE CHAIRMAN: It may be cheaper to operate, 
but you made the other choice; so did my wife. 

All I am saying is that these are really competitive. 
When you get to some sports cars and some luxury 
cars, that is different. To treat the main imports, 
and in particular, let's say the Vauxhall and 

the Zephyr, as being something that is so different 


that it doesn't compete, I just can't follow it. 
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HON. MR. BROWN: You probably get into a 
class of imported cars where that statement wouldn't 
hold true. But I am thinking of a vehicle such as 
the Volkswagen, where it is looked upon probably 
as the ultimate in low-cost transportation, and I 
would say there is not a vehicle which compares 
with it at the present time available. 

THE CHAIRMAN: You seem to want a Canadian 
ear which isn't an imitation of the American. You 
don't want model changes. You have heard of the 
Beaver. 

HON. MR. BROWN: Yes. Well, it is something 
along those lines. 

THE CHAIRMAN: How much are you prepared 
vO pay. tor it? 

HON. MR. BROWN: I would think it would be 
Somewhere comparable in cost or value to the level 
of a Volkswagen or -- 

THE CHAIRMAN: Do you know how many units 
Volkswagen produces? 

HON.MR. BROWN: “No, ZL don't: 

THE CHAIRMAN: One of the advantages of 
these hearings is that a lot of people have been 
listening through the week, and I was a little 
harsh on the representative from the prairie. They 
are pushing towards a million a year. This 18 4 
chance of getting costs down. Do you see a chance 
of us producing this Beaver in any large scale? 


HON. MR. BROWN: Not if the market were | 
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confined strictly within our own borders, no. 
THE CHAIRMAN: And having experience of 
wheat, you know how difficult it is to sell abroad. 
Do you think it is easy to sell cars abroad? 
HON.MR. BROWN: I have never undertaken it. 
THE CHAIRMAN: We can assume’ there is as much 
resistance to taking our cars as there is to taking 
our wheat. 


HON. MR. BROWN: That may be so. 
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2 
3 THE CHAIRMAN: You want to Bev rid of 


4|these model changes. Suppose that the Canadian 
5|firas, however, decided not to change models -- of 
6|;course, the Anericans would be changing, we can't 
7|change that -- but the Canadians would be travelling 
8jinto the United States and the Anericans would be 
9|travelling into Canada; do you think we would have 
10) saintained even the level of domestic sales that 
11/we have waintained if we had given up model change? 
12 HON. MR. BROWN: I believe that we would; 
13//I believe that we would. i frankly don't»*think there 
lis a terrific demand for model changes which the 

15|) industry seens to feel that there is. The inported@ 
16|cars have no difficulty in selling their product. 

17 THE CHAIRMAN: Have you noticed that 

18] Volkswagen is increasing the number of its 

19] colours and it has added a few horsepower; I suppose 
20 it will get steadily wider and longer until at 

21] last there will be a great conplaint that imported 
22| cars are so big and that of course we will buy 


23|| our. small domestic ones. 


24 HON, MR. .BROWN: There have been sone 


25|| changes in the Volkswagen, for exanple, that is 
26| true, but these have been, I suggest, minor changes. 
27)In the vehicle itself it is difficult to tell a 


28 || 1960 aodel from one of years ago. 


29 THE CHAIRMAN: If you have followed the 
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press at all you will have realized that I have 
been exploring the idea which you present here, 
that somehow we develop a bigger market, and your 
idea, I take it, is free trade? 

HON. MR. BROWN: Right. 

THE CHAIRMAN: But it is not quite, is it? 
is it free trade with no guarantees, or is it free 
trade with some understandings about what may not 
ove? 

HON. MR. BROWN: I would think there would 
have to be some built-in understandings in an arrange- 
ment of this kind. 

THE CHAIRMAN: This is ‘auch more sy feeling, 
and I ain almost anazed to get any such doubt as to 
the value of free trade fron a Prairie -- 

HON. MR. BROWN: It is a very slim doubt, 

all we say. 

THE CHAIMAN: You have no worries, I take 
it, of the sort that have been presented here about 
the political disadvantage of any such integration 
of the markets? 

HON. MR. BROWN: I think, generally speaking, 
the answer to that would have to be no, I have no 
great fear in that area. I would suppose that this 
would give rise to some concern in the minds of 


some Canadians with respect to the free movement 


into the Canadian econo:;ny of American interests, but 


on the whole I think people would generally recognize 
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3 phat this would possibly be a somewhat different 
4pituation beside that which aight occur to offset 
S\any disadvantages which might arise. 

6 THE CHAIRMAN: One worry which you raised 
7 by your brief is that you seen to assune that this 
giwould ean that wage levels in the automobile 

g industry in Canada ard the United States would 


10 equalize? 


11 HON. MR. BROWN: That is an assuiption, 
12|Ves. 
13 THE CHAIRMAN: You realize, of course, that 


14|wage levels in the auto:notive industry in Canada 
15/¢annot be far out of line with the wage levels in 
16/|Canadian industry generally? 

17 HON. MR. BROWN: Yes. 

18 THE CHAIRMAN: The problein for Canadian 
19||industry Generally, and perhaps for the Prairie 

20 ||\farmer, is the buyer of Ontario products, and if the 
21|)wage level of Ontario was to rise in response to 
22||\this rise in the autonobile industry, it would 
23\)}be a little worrying, wouldn't it? 

24 HON. MR. BROWN: Yes, it probably would be 
eso » “OL. 

26 THE CHAIRMAN: The scheime -- and I keep 


27||soiuetines calling it mine, and I have to remind myself 


981 1t is not sailney but one whieh LI have been exploring, 


29 really, and it assumes that these wage levels will 
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remain somewhat different; that is one of its 
advantages. 

Now, I have received from you at the last 
inute a further submission, and I suppose in a way 
I probably should refuse to discuss it without having 
had tims to consider it, but again it leads xe to 
Say that I think it is a pity you had not heard 
Sone of the argument earlier. 

I have nade a public statement, and I 
Make It again, that I don't consider that the 
direction of the Governinent in any way was improper 
in relation to my Coinaission; this action was as a 
result of study over a very long period, and careful 
study, and it did not involve any changes in the 
law, the interpretation of that law. It has been 
very fully argued, and I an not saying now whether 
I consider it right or not, but the disadvantage to 
Canada of calculating sales tax and excise tax on a 
different basis in Canada and for imports could very 

effectively be argued as a subsidy to imports. 
The permission to use a value for duty 

below a f&4in market value in the country of origin 

is quite clearly contrary to our legislation and 


of speciul difference, which is in accordance with 


GATT, so that the suggestion in this st rtement 


that the Government has raised vhe tariff is, I 


think, one which requires some interpretation. 
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However, I don't think there is any point in arguing 
now with you whether this revision in the interpretation 
of the existing law was or was not proper. I 
hope that you will study the briefs subuitted by 
other parties and perhaps a transcript of the hearings 
before you continue to do battle quite so vigorously 
in this particular cause. 

HON. MR. BROWN: Yes. 


THE CHAIRMAN: i think that is all 7 


wish to ask, Thank you very such. 
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SUBMISSION OF 
CANADIAN FEDERATION OF AGRICULTURE 
ee ee OU 
PRESENT: 


Mr. David Kirk 


THE CHAIRMAN: We will now have a_ state- 
ment on behalf of the Canadian Federation of Agriculture 
by Mr. Kirk. 

MR. KIRK: This is the President of the 
Federation with me. 

Sirs, The Canadian Federation of Agriculture 
welcomes this opportunity of appearing before you. 
Our position, put very simply, is that the level of 
protection presently being affford the Canadian 
Autonotive Industry should not be increased. Our 
subiaission which we filed with you sone tine ago was 
prepared and subnitted prior to the time when we had 
knowledge that these public hearings would be held. 
In that statement we did not enlarge upon the 
dangers to the export uarkets of the Canadian 
agricultural producer which are created by present 
demands in some quarters for an increased degree of 
protection to the Canadian automotive industry. We 
think these dangers are clear, not only as they apply 
to our agricultural, and particularly our grain, 
exports, but as they apply to the entire export 


trade of a fundamentally trading nation like our 


own. 
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Just a very few facts might well be 
presented, however, to indicate how important our 
agricultural trade is to Canadian agriculture and 
to the Canadian economy. As well we have a very 
few figures on what agriculture has been experiencing 
in income reduction and Squeezing out of the labour 
force. These latter figures will explain why the 
farmer understandably feels deeply concerned about 
threats of further inroads on his markets, and 
further additions to his costs. These facts ares 

in 1959 agricultural’ exports represented 
the following proportions of our total export trade: 

(Calculated fron data in ‘Trade in Agricultural 
Products with the United Kincsdom, United States 
and all Countries’, Canadian Departient of Agri- 
culture). 
To all countries - 19 per cent of total exports 
To all countries except the U.S. - 39 per cent 
of total exports 
To the United Kingdom - 39 per cent of total 
exports 
To West Germany - 51 per cent of total exports 
Of our total agricultural exports in 1959 


of nearly $970 willion, 52 per cent represented 


wheat and wheat flour. 


On the income and eimploynent side, between 


1949 and 1959 the following occurred in Canadian 
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2 

3], agriculture: (Calculated fron 0.B.S. data on 

4 Net Farn Income and Labour Force Surveys). 

5 Total net farm income in constant dollars 

6 Tell 35 per cent 

7 Net fara income per farm operator in constant 
8 dollars fell 5 per cent 

9 The number of farina operators fell 32 per cent 
10 The farm labour force fell 35 per cent 

11 In recent times few industries, and none 
12 approaching agriculture in size and natural 

13 lanobility based on location and social preference, 
an has experienced this kind of economic wringing 

cs out in so short a time. 

16 We are not expert witnesses on the 

17 economics of the autonobile industry. In our 

18 presentation we cited the Sun Life of Canada study 
19 done for the Royal Comaission on Canada's Economic 
20 prospects which anticipated a continuing successful 
21 expansion of the Canadian automotive industry 

22 based on the present tariff structure. We noted 
23 that in the case of passenger cars at least the 

24 trend in recent years has been quite sharply to 
25 increase imports. The Sun Life study indicated 
26 that it expected such shifts would, if they 
a7 occurred, prove to be of essentially short teria 
28 duration. 

29 We noted with approval the view which had 
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at that time been presented to the Governunent by the 
United Autonobile Workers that they did not think 
tariff protection was an answer to the probleias 
of the industry, but that its better organization to 
Supply today's consuner needs, and its better 
integration, perhaps, with the United States Auto- 
mobile Industry as a whole, was the right direction 
in which to look. 
These are matters which you will be 

Studying. Our purpose was and is to indicate that 
it is far too early in our opinion, for the auto- 
mobile industry to ery wolf in this matter. We 
feel that the adverse effects on our own export 
trade of increasing protection to the industry 
would certainly be significant and would lead to 
Shrinking markets for our agricultural products. 

We feel also that increased protection would :nean 
a burden of additional cost on the consumer, 
including the farmer, which it is quite unnecessary 
to ask hin to bear in a dynanic and growing 
industrial econoay. 

There has been sonething like a threefold 


increase in the share of the passenger vehicle 


market enjoyed by imported cars. This increased 


share to inports has not increased as sharply for 


the automotive vehicle business as a whole, of course, 


In this connection we would like to enphasize very 
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strongly that although we have cited the Sun Life 
Studies to indicate our skepticisn of the fact that 
present protection to the industry is inadequate, 
it is not necessary to our argument, or to the 
eRenonss objectives that we think should goven 
Canadian economic policy, to claim that the Canadian 
industry will in fact regain its former share of the 
market. Our whole point is that trade is a exeyeye! 
thing for Canada -- a vitally necessary thing, and 
increased trade in a product is not a bad thing even 
if it cuts into Canadian narkets as, in a narrow sense, 
it often must. 

It has been shown, I think, that a good 
deal of the conplaints about foreign competition 
in the automotive industry spring from a change in 
the nature of consumer demand. Though the industry 
has suffered a severe contraction in e:ploynent one 
would not, we suggest, be justified in concluding 
that the Canadian automotive industry is in severe 
jeopardy with consequent severe economic and social 
disruption. We do not think that action through 
the tariff is in any case the best way to ineet the 
consequences of any hardship and dislocation to workers 


that may be involved. We do not believe that the 


retention of any particular share of the automotive 
market should be considered a mandatory requirement 


of Canadian economic policy in a growing econony. 
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If a move toward reciprocal. trade arranze- 


ments with the United States that would give the 


Canadian industry a Special, viable place in the 
North Anerican automobile industry were possible, 
there would seen to us to be a great. deal ofsmerit 
in the idea, This would be essentially a move 
toward freer trade, not toward economic self- 
sufficiency. The reciprocity between Canada and 
the United States enjoyed by the farm machinery 
industry is a successful working arrangenent that 
farmers value. 

Probably a part at least of the weakness 
Shown in the level of output of the Canadian auto- 
motive industry is a result of the generally lagging 
State of growth in the economy -- again a problei:a 
which it would be quite inappropriate to meet with 
increased protective measures. 

In, short,,..our, attitude.is that. Canadas 
should stick in this case to its national post-war 
policy of expanding and freer trade. In the context 
of such a policy tariffs cannot be used as an 
instrument to protect, at all times, each individual 
Group of manufactures in this country whenever 
it runs into trouble -- even such an important 
industry as the automotive industry. National 
policies to meet the strains and stresses of 


economic adjustnent may be desirable, but the 
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tariff is the least acceptable and erficient 
means to such an end that could be devised. 

We would recomnend that essentially the 
future of the Canadian autonotive industry be 
left in its own hands, 4%s own imagination and 
initiatives, within the present structure of 
tariff protection, unless, as we nentioned, a 
feasible iaove toward sone forn of reciprocity can 
be developed. 

Finelly, we would certainly support what 
seens to us the aliwnost universal denand that the 
Special excise tax on automobiles be re.oved. Not 
only does this tax infer a luxury status to the 
automobile that is quite out of line with the facts 
of its use -- especially the facts of its use on 
farms -- but it does, adinittedly, accentuate price 
differences between autonobiles in the :arket and in 
SO doing adds a conpetitive factor, adverse to the 
Canadian industry, that would be better slinianted. 

THE CHAIRMAN: Thank you very «auch. 
some of ay coimnents to Mr. Brown apply to you. 
Perhaps you ii1ight go back to the buyer in Windsor. 
I think in terms -- oh, you live in Ottawa, I 
an sorry; I suggest a trip to Windsor just to 
met sone feeloof the jeopardy. 

I an interested, of course, that you 


also encourage we to explore ethods of reciprocal 
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trade with the United States. Is it free trade, 
abolition of tariffs both ways, that you would 
like to see achieved? Would you worry about 

Some of these guarantees that Mr. Brown would want 


to include? 
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MR. KIRK: I think it was clear from our 
Submission, Sir, that we were rather tentative on 
the subject. our position is not a dogmatic free 
trade position in the sense that we Say all the 
tariffs should be eliminated, This is not our 
position. Our view igs that if constructive moves 
were made to move the automotive industry in that 
direction freer trade would be developed, and we 
think this would be thoroughly desirable, Presently , 
if in entering into such negotiations you, yourself, 
and those Studying the problem saw that the 
consequences could be highly dangerous to the 
Canadian industry then perhaps specialized models 
could be invoked, or it might be worked out on some 
basis where there could be Specialization in 
functions rather than models, which would be much 
more suitable, but these are matters I am really 
not competent to discuss. 

THE CHAIRMAN: But if free trade involved 
aureddstributdon:ofethe population of the continent 
Such as to depopulate Ontario as, let us say, the 
Maritimes and Vermont have been depopulated, you 
would get a much more efficient continental economic 
System, but you would have some worries about that, 
would you not? 

MR. KIRK: As I explained, our position is 
not a dogmatic free trade one. Your observation, 
it seems to me, is drawing a sort of an ultimate 


result from this. I think our position is that we are 
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1 not convinced that such ultimate shifts in 

2 population, for example, would occur. What we want 
3 to see is our policy of freer and expanding trade 

4 given a good and continuing chance. 

5 THE CHAIRMAN: Of course, I am not sure 

6 that they would agree, but I think it is important 

7 to have in mind as to whether it matters that they 

8 do occur. I am inclined to think that we probably 

9 agree in wishing to see Canada continue as a group 
10 on tnois side of the border. 

11 MR. KIRK: Yes, we are both Canadians. 

#2 THE CHAIRMAN: You have, in your brief, 

13 but I do not think youreferred to them today, made 
14 Some suggestions about our negotiating with the 

15 United Kingdom for privileges in return for the 

16 free entry that we give them. Am I right in this? 
il, MR. KIRK: Yes. We tried to make some 

18 inquiries, as it is noted in our brief which 

19 resulted from our member bodies opposing increased 
20 protection which came before the announcement of 

21 your appointment. It was in response to reports 

22 of representations to the government. So far as 

23 I could find in my inquiries one of the suggestions 
24 that had been made by the industry to the government 
Dy was that, perhaps, we might get a quid pro quo in 
26 the form of reduced United Kingdom tariffs for our 
27 cars. This struck us as something which, if it 

28 could be negotiated, would be a first-class idea. 

29 THE CHAIRMAN: Yes. I asked the representative 
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of the English industry how he felt about this, 
and from what he said I do not think there would 
be a very sympathetic hearing. I think all I need 
to say to you, as I have said to several others, 
is that the automotive industry is being looked at 
in the context of the Canadian economy, but we 
have more than some concern for Coes pL Ient vor 
agriculture and for the problems of the export 
industries. The submissions from these groups are 
both helpful in providing ideas, and useful in 
reminding the Commissioner, who spends a lot of his 
time with the automobile people. that this is 
part of the Canadian economy as well. Thank you very 
much. 

MR. KIRK: Could I make one further 
remarks which I think parallels yours? 

THE CHAIRMAN: Yes. 

MR. KIRK: I think we should make it 
clear also that in an industry that has undergone 
a lot of painful adjustment we are certainly not 
unaware of the difficulties of adjustment, or the 
propriety or even desirability of taking measures 
to meet adjustment difficulties. I wanted to make 
that very clear. 


THE CHAIRMAN: Thank you very much, 
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SUBMISSION OF CANADIAN AUTOMOBILE ASSOC TATION 


Present: Mr. J.G. McQueen, 
Executive Secretary. 


THE CHAIRMAN: This is the submission of 
the Canadian Automobile Association, represented 
by Mr. McQueen. I take it that he is Speaking for 
the consumer, 

MR. McQUEEN: Mr. Commissioner, may I 
express the appreciation of the Canadian Automobile 
Association for the opportunity to reiterate our 
views to your Commission on behalf of our more 
than 600,000 members across Canada. 

AS you know, our Association is the 
federation of all the non-profit making provincial 
and municipal automobile clubs in Canada. Our 
membership is made up entirely of private motor 
car owners. We have examined the terms of 
reference for your Commission and therefore feel 
we are in a position to comment only on those 
terms which are in the direct and immediate interest 
of the private motorist. 

We do not, in any way, profess to be 
acquainted with the techniaues of building 
automobiles, nor do we have specialized knowledge 
in the fietd of taxes or tariffe. We have for 
almost 50 years served the interests of the 
private motorists of the country and have grown 
in strength of numbers as the automobile industry 


has grown, we feel, therefore, that we have a 
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1 reasonably good idea of the feelings ‘of “the 

2 motoring public. 

3 It is the opinion of our Association that 
4 the federal excise tax of 7 per cent originally 

5 imposed as a luxury tax is an unfair levy on the 

6 motorist. For many years we have urged the federal 
a government to eliminate this tax and although it 

8 was reduced from 10 per cent to 7% per cent in 

9 1958, we consider it still poses a burden to the 

10 automobile-buying public and is a deterrent to 

11 sales. 

12 It is our opinion that the automobile is 

13 noveawiuxury but is a vital necessity to the 

14/ average family, as well as an essential instrument 
15 in the daily commercial life in the community. 

16 For example, we have the commercial traveller, the 
17 doctor, members of the laity and many others who, 

18 without a car, could not carry on their daily 

19 duties. In addition we have the suburban family 

20 who lives far from the shopping area, schools, 

21 and the breadwinner's place of employment. 

22 The growing importance of the automobile 

23 to family life is the fact that 3.8 million passenger 
24 cars are now in use on Canada's streets. There is a 
25 passenger car for every 4.7 Canadians and drivers 

26 licences are held by 5.8 million Canadians. We 

ai submit that the automobile is an essential ingredient 
28 in the economic and social life of Canadians. 

29 


am) 4 ees 
Jagd nekishooaer two “6 felnlgd. o¢ 


* yPinatalts, Jneo tay 4¥ to nid ret ‘ot at 
, seh so oar ahshaw Go 62 28 grata 8 € aii be me 


cn for Bx 


. Levey exit. deen overt gw ereey. yaaa z0% sasd 


(Sake Satie tore xed and welt is ot Sevemt/aia 


wh 


nt des aeq BF ad) tee ten OF mort: noclere wei 
ont of nahand 6 eosoy Elite Jf «zehLensy sir Sack 


eee Dig’ otis ainkyudeurdinbaive 
este 


on} Saw seveh 


gate Sule’ cuba aus ak FE 
ts aa Ye ey ‘Lobes re 


Ne er: ‘saiiev—" 


at afidénosire 


oid od Gaiebeooen Lagiv: bh oS waa 


taspmagant Cetdneees ne es Liew nik 


. « yd fopaanan 


end: ,sellougnts Lersrsmmns eat ovtt isn ethiaxe cod” 


oils: enoridoovsn pee seg eet fond ele tediiom “ arated’ 


GiIsh wadd nooyeins: sea ip hene aes s “Seotitiw 


vlimek’ saduvdde se dthcs ese or Saks ebi— ott 


Sinope + sats epetiiqnie tooth movy “rst ‘adult one 

. ipa td? eo aide teneltiwiserd edd Dae 
sifdonatus and Tarsoneirmnqie gatvory an? | 
Teh Ce Gtowe bid ek othr yfimet of 


, 
; ae Sy | “6 
ouee 


Aa.et oven? =: 


(ees 2 RebeMEO AC Del “AL won S16 |tRo 
. eaevied frie enst beet? Wh aie ef ies Tes een 
oY Janel Dena notttthe B.S Yd bied enn aeotion lL 
| Sapa Dettged.. [atdagsen 


a) 
; 


2 | 


| : a oe ian | 


arid. ok s'LEl. [etetomiins vt ish ead’ at" 


spoldob~ 


ARS OS HMONGE ocd tedd timate - 
Apelhenso tote lil aiser Bas ofmondes sat at 


7.4% Se 


ANGUS, STONEHOUSE & CO. LTD. i 562 a 
TORONTO, ONTARIO 


1 We are also of the opinion that the 

2 automobile manufacturers must consider the user 

3 more in designing and constructing cars. We submit 
4 that economy, convenience and safety are the 

5 three basics in the mind of the motorist and at 

6 present automobiles manufactured in Canada, in our 

7 opinion, are excessively expensive to purchase as 

8 well as to repair. We do not suggest that there 

9 will not continue to be a market for the so-called 
10 North American type car in its present form, but 

11 we do consider that the increased sales of foreign 
54 cars is an indication that a graat many Canadians 

13 are convinced that they can buy better economy, 

14 equal, convenience, and safety, for a great deal less 
15 money. 

16 Each year we are reminded by insurance 

17 companies that current North American styling 

18 DeODLDiLS, the possibility of a reduction in 

19 insurance rates as repairing a North American type 
20 car has become too costly. Surely an industry 

21 that has put a whole rtion on wheels is certainly 

22 capable of solving a problem such as this. 

23 You have heard a great deal about 

24 difference in prices from Canadian-built to 
25 foreign-built cars. We feel that many of the 
26 people driving the less expensive European cars made 
27 their purchase for the sole purpose of owning new, 
28 originala@juipment. They bought these imports 

29 because for years they could not afford a used 
30 Canadian automobile. The price of a two or three year 
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1 old Canadian car will run about the same as a new 
2 import. 

3 The hackneyed phrase “buying someone 

cs else's trouble" when one purchases a used car of 
5 three year vintage was no longer for these buyers 
6 when brand new automobiles were available in 

7 Showrooms of the European car dealers at the same 
8 price. Naturally they swung to the imports to 

? Save money on the buying price but what is just 
10 as important, these people did not buy the high 
11 


cost of repairing an automobile Someone else 


12 discarded. 


13 We receive many complaints from individual 
14 members that repairs to the North American cars 

15 are too costly, and while we have not conducted a 
16 professional Survey an estimate from our clubs 

17 across Canada would indicate that 30 per cent of our 
18 members are driving imported cars and Clee ir 

19 addition to a favourable initial purchase price, 

20 that economy of Operation and repairs is the reason 
- they have purchased these cars. 

22 If Canadian automobile manufacturers are 
23 concerned with competition outside this country, 

24 they should be in a position to challenge rather 

45 than to look for new protective devices in the form 
Be) of tharie ea owirtencanadian noburiae sHuU moe ae 

a7 denied his right to buy the type of automobile 

he wishes to drive. 
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We Submit that the federal government 
Should protect the consumer and recommend to the 
industry that they re-Study the wants of Canadians. 

Now, Dr. Bladen, we submit this very short 
brief to you feeling that it might be helpful to 
pass along to you the thoughts and complaints that 
are expressed to us by individual private motor car 
owners, and we think we have interpreted the views 
of the motor car owner in the street. 

THE CHAIRMAN: Thank you very much, 
Mr. McQueen, There is one very difficult problem, 
and it is one on which I wonder whether your 
Association could provide information, and I mean 
careful statistical information and not a general 
impression. For instance, I am here really 
criticizing a remark which you have made, and I am 
wondering whether, in fact, you can substantiate 
it. I have gathered the impression from what you 
have just said that the cost of repairs is 
dreadfully heavy on domestic cars, but those who 
are intelligent enough to buy imported cars are 
able to avoid this expense. I can bring before 
you myself and a large number of people who have 
been faced with appalling repair costs on imported 
cars, and part of my trouble is that nobody ever 


tells about the car that does not involve a great 


deal of repair cost. Everybody who has some repair 


costs shouts to high heaven about them. TI not 


only have your statement, but I have received letters 
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1 from this man whose transmission went wrong, 

2 and that man whose steering wheel would not work, 
3 and the other man whose doors would not close. 

4 Does this mean that all the cars have ppor 

5 transmissions, doors that will not close, and 

6 Steering gears that will not operate, or does it 

7 mean that some people have been unlucky, or that 

8 Some people operate their cars rather badly? 

9 What I am getting at is this, that we are 
10 comparing the prices of cars, and the price that 
11 appears immediately to the buyer is the purchase 
12 price. Then, we talk about the cost of operation, 
13 and all the emphasis is on whether they use a 

14| little more gasoline or not, and gasoline is a 

15 very cheap commodity in this country. But, we 

16 never hear anything about what the cost of operation 
17 per mile is. Could we find out the cost of 

18 operation per 100,000 miles, on the assumption 

19 that you might buy a new car every year, or every 
20 two years or every three years. Alternatively, 

21 can we find the cost of operation per year on 

22 the assumption that something like 12,000 miles 

23 a year is travelled? Is there any source of 

24 information of this sort? 

25 MR. McQUEEN: I think that could be 

26 acquired. T see no reason why it could not. 
27 THE CHAIRMAN: I think it would be 
28 awfully useful. Miss Leitch says: “Why not 50,000 
29 miles instead of 100,000?", and I replied to her 
30 
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1 that I want the buying and Seliing of 4 dar 

2 with this particular depreciation counted in. 

3 Any such estimate, I think, would be awfully useful, 
4 and if such estimates were available to the buying 
5 public on the basis of complete reliability motor 

6 car purchasing would become a much more intelligent 
7 process than it is at present. 

8 MR. McQUEEN: To answer the first part of 
9 your question with respect to the cost of repairs, 
10 we have many people who come in -- and I am one of 
11 them myself because I have experienced this myself, 
12 and I hope you will forgive me; I drive a North 

13 American type car, by the way -- who say that a 

| part has broken that costs $3 or, maybe, $5 to buy, 
15 but when they drive out of the garage they are 

16 paying a bill of $45 or $50 because of the time 

17 and labour cost. What we have in mind is that 

18 Surely the industry could put some of these parts 
19 in a place where it would not take a mechanic a 

20 day to get at them. We get many complaints on 

"1 that score. As I explain here, we are not 

22 professional engineers. The industry, perhaps, 

23 can answer that. Perhaps some of the parts that 

24 I have broken in my own car are impossible to 

25 locate in any other part of the car, but we do feel 
26 that in design and construction they should 
27 consider those parts which are inclined to go 

28 after a year or two. 

29 THE CHAIRMAN: On this point I hope they are 
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listening very carefully to you. 

MR. McQUEEN: Thank you. 

THE CHAIRMAN: The point on which I was 
a little worried, and on which I wanted some other 
people to add a pinch of Salt, was when this 
became a matter of comparison as between domestic 
and foreign cars, because I think you were thinking 
too much of, let us say, the Volkswagen, and too 
little of the Jaguar or the Citroen. 

MR. McQUEEN: Yes, but the Jaguar is not 
competitive. 

THE CHAIRMAN: I know, but the Volkswagen 
issonilyone of the things. Ifyou begin to take 
not only the question of repairs but the incidence 
of wear and tear perhaps some of the cheaper cars 
will not show quite as good a record as their 
initial price suggests. Ido not know; I am not 
prejudging this, but that is what I want information 
on. 

MR. McQUEEN: It is something we want 
Studied very carefully, and I would ask you to 
go into that particular point. I can assure you 
that is the bulk of the complaints we receive from 
the individual motorists. 

THE CHAIRMAN: I am enormously impressed, 
and I think the automobile industry is as well, 
although how far they can deal with this I do not 
know. Your counterpart in the United States makes 


similar noises, especially about the high cost of 
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insurance because of the vulnerability of the 
outside pieces of the car, and that is very serious. 
What is the order of magnitude of this in terms 

of the annual cost of insurance? 

MR. McQUEEN: Well, again, speaking 
personally, my automobile insurance is $88 to $90 
a year. My neighbour, who drives an unnamed 
foreign import, pays insurance in the nature of 
$45 or $46. 

THE CHAIRMAN: Of course, again, the 
interesting thing is that when I changed from a 
foreign car to a domestic car my insurance went down, 
but, then, we were driving a very different sort 
of car frmm a Volkswagen. I have just one last 
formal aquestion. Like most of the people who 
have appeared before me you have argued, and I 
think it is a very convincing argument, that the 
sales tax is not a proper tax. Before we get too 
hopeful I think you should study the discussions 
that the provincial ministers have had with the 
Minister of Finance, and then realize the number 
of industries who feel that the same impost is 
particularly discriminatory against them, and that 
some special tax relief is required here, there 
and everywhere else. One can understand that 
once a tax is there, however discriminatory and 
unfair it is, it is going to be awfully difficult 


to get it off. 
MR. McQUEEN: Well, the thing that annoys 
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1 the motor car owners, Sir, is that they removed 

2 it from furs and Jewellery. I would not want 

3 that to be quoted to my wife. 

4 THE CHAIRMAN: Well, I think it is as 

5 well that it should be. TI thank you for appearing. 
6 I had been worried about the consumer as such in 

y that he had not been represented. It is true 

8 that the consumer, in the sense of the farmer, 

9 has been represented, but he has always represented 
10 himself as an exporter who was worried about 

11 restrictions on imports, although his views as a 

19 consumer group have been welcome. Perhaps the 

13 Premier of the Province of Ontario unexpectedly 

14 represented the consumer, but you, sir, are the first 
15 pure consumer to appear before us. 

16 MR. McQUEEN: Thank you very much, sir. 

17 Again, may I express my appreciation for the 

18 opportunity of appearing before you, and you may 

19 rest assured that if there is any way in which 

20 you feel our Association can assist with respect 

pal to statistical data, or the viewpoint of the motorist, 
22 we will be only too happy to assist. 
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SUBMISSION OF 
JOHANNES ATDLASCO 
Senior Partner 
DOMINION MANAGEMENT ASSOCIATED LIMITED 


PRESENT: 


Johannes Alasco 


THE CHAIRMAN: Mr. Alasco? 

MR. ALASCO: Mr. Commissioner, I submitted, 
filed yesterday with the Commission Secretary a short 
statement which actually is an integral part of my 
subuission, and I wondered whether you would like 
me to read it. 

THE CHAIRMAN: Would you, please? 

MR. ALASCO: To begin, I would like to 
elarify my position before this Commission. The 
clarification seens to be necessary in view of The 
fact that the firm in which I am a partner has 
carried out several professional assignments for 
several European motor car manufacturers, and I 
feel that I should state that I am not expressing 
in any way the views of my firn, and also that I 
an not appearing in support of any commercial or 
other organization and only as a Canadian expressing 
“ay own views, which are the views of the consumer 
of cars in Canada. 

It seems to me that the crucial point 
in the proble:n before this Comission is the price 


of Canadian-made cars. These cars are designed 
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: in the United States and reproduced in Canada. The 
4 Canadian price is controlled in the United States 

; by the original manufacturer and his costs. 

6 The costs of production and the pricing 

7 policies of the American automobile companies have 
8 been very closely investizated by the United States 
9 senate Subcomaittee on Antitrust and Monopoly. 

is On November lst, 1958, the Subcommittee published a 
“ 300-page report entitled "Study of Administered 

- Prices in the Automobile Industry.” 

3 The Senate Report is an outright con- 

14 demnation of both the economic policies and the 

15 pricing methods followed by the Big Three motor car 
16 manufacturers. You will seldom find a more thorough 
7 analysis and a more devastating criticism of a 

18 major national industry by a Government body. 

19 Here I believe is the starting point for every 

20 inquiry into the automobile industry in Canada, 

a1 which is United States industry operating in Canada. 
22 European competition has affected sales 
93 of Detroit cars in the United States as well as in 
oA Canada. The United States Senate Report has es- 
95 tablisheds that the: main cause of) the decline) of 

26 denand for Detroit-designed cars in the United 
27 States had been high prices due to high production 
28 costs. The Senate Subconaittee has found further 
09 that the high costs had originated in the dies for 
30 
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Stamping bodies, special tools, advertising, and 
other overhead charges related to the Detroit 
philosophy of more and wore frequent model changes. 
High prices of cars are the direct consequence of 
Detroit's competitive race for planned obsolescence 
in motor cars. 

On page 147, the Senate Report says: 

"The Big Three are currently spending at least $1.2 
to eo. Sy bikbion- a year to promote fictitious style 
obsolescence. It is by the reduction of these ex- 
penditures that General Motors and the other leading 
producers can serve both their own interests and 
those of the country. If the sums which they now 
Spend on non-price competition were reduced suf- 
ficiently, substantial price cuts could be made 
without sacrifice of total revenue or profits." 

I have good reasons to believe that the 
unit cost of the planned obsolescence built into 
Detroit-designed cars must be higher in Canada than 
in the United States, as the volume of production 
is lower in Canade. 

On the basis of the data contained in the 
United States Senate Report, I have estimated that 
the costs related to periodic remodelling in Detroit 
are reflected in the retail price of a Canadian- 
made “popular” car to the extent of $500. It is 


important to note that the greatest portion of 
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3 this anount represents imports fron the United States, 
4 and not expenditures made in Canada, by the manu- 

5 facturers. Here is Canadian purchasing power 

6 diverted from other lines of Canadian manufacturing 

4 and Canadian agriculture, which in many cases employ 
8 more labour per sales dollar than the automobile 

9 industry. 

10 Now this $500 igs equal to the average price 
Ti differential between the "popular'’ Canadian-iade car 
12 and the middle-priced European import. It thus 

13 appears that, if we could put an end to Detroit's 

14 policy of planned obsolescence, the price of 

15 "oopular' Canadian-made cars could be lowered to a 

16 level on which the Canadian car would be strongly 

17 competitive with European cars at the present tariff 
18 levels. 

19 An impartial study of the economics of 

20 the United States automobile industry, like the one 
14 which is the subject of my written submission to 

22 this Commission, will show where to look for a solution 
23 of the problen. 

24 What Canada needs is not protective 
25 measures against motor car imports but a general 
26 attack on the waste makers in Detroit. 
27 Why is the American motor car industry 
28 not following the course suggested by the United 
29 States Senate? why are the Big Three persisting 
30 
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in the unsound obsolescence race? 

The United States Senate Report has given 
a clear-cut answer to these questions. It says 
that post-war competition in accelerating car ob- 
solescence has forced the Big Three into a sort of 
dead-end street, out of which no one dares to get out, 
lest it should perish in the move at the hands of its 
two conpetitors. 

There are indeed strong indications 
that the Big Three are getting tired of the futile 
and costly obsolescence race. One of them can hardly 
survive it, running between profit and loss. Another 
one is still game but a little breathless. " The 
third one is a giant who simply cannot get tired. 
He would not mind, though, getting ‘out of the race. 

The present economic condition of the 
automobile industry in Canada represents a clear 
tarcet for the Governient. Canadian Government should 
create and maintain the sort of economic conditions 
that can force the Big Three out of the cul-de-sac 


of their own making. Such policy could be based 


on the following propositions. 


(I) European competition to Detroit 
should not be interfered with by the Government. 
The principle should be sanctioned that tariffs 


cannot be raised in order to protect high prices 


due to waste. 
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We live in a world that is gradually el- 
iminating economic boundaries and high-cost producers. 
Regardless of what the Governnent of Canada can do, 
we «ust face the challenge of survival in a competitive 
international market. Canadian customs will not 
arrest thepprogress of world history. 

i) We must take a new approach to 
taxation and develop a system that would discourage 
wasteful use of means of production and encourage 
lower prices through cost economies in manufacturing. 

The wisdom of our present fiscal system 
can be questioned on two grounds. It discourages 
the accunulation of business profits and the 
formation of new Canadian capital. At the same 
time it is conducive to waste in the management of 
production costs. Here is a problem of much broader 
Significance than the automobile industry, as it 
goes to the roots of our post-war way of life. 

Wasteful production, and consumption as 
well, will be the great worry of the "Sober Sixties." 
Many manufacturers have begun to tackle this 
problem and with much success. Not long ago the 
Wall Street Journal reporved how several American 
electric appliance manufacturers could maintain 
prorite, in spite of falling prices, by realizing 
substantial cost econonies. Executive expense 


accounts were trinaed, the nuaber of new models 
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reduced, and wasteful style changes eliminated. 
There is nothing that could prevent the automobile 
industry from following a similar course. The 
resulting economies would permit of price cuts, 
leading to higher sales and more employment. 

To conclude I will say that we have reached 
a point in our post-war history where tariff changes 
and other expedients will solve no national economic 
problen. A fundamental revision of our economic 
methods and policies is now a question of national 


survival. 
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THE CHAIRMAN: Thank you very much. I 
have to say this with reference to your personal 
appearance and that of those who are following you 
that you are following an example which I fully 
approve. JI appeared as an independent economist on 
my own behalf before the Gordon Commission. 


MR. ALASCO: Thank you very ‘uch, 


THE CHATRMAN: You have been very impressed 


by the report of the Senate Committee which, of 
course, I have read. However, you make no reference 
to the dissenting report by the Senator whose name 
at the moment I can't remember. 

MR. ALASCO: I think it was Dixon. 

THE CHAIRMAN: Of tlline.s? 

MR. ALASCO: I.-have the report here. 

THE, CHATRMAN:. “Oh, 28ei8 Dirkcon. 

MR. ALASCO:. Yes.» .it de sthenvicwsenes 
Senator Dirkson. 

THE CHAIRMAN: Would you like to comment 
on those views? I found them very impressive. 

MR. ALASCO: Yes. I would say during 
one aspect of the Senate report, although the facts 
referred to in the report are very i:npressive, the 
report is no doubt a bias, a bias against General 
Motors which I find unjustified and unfair, and I 


pet4tcve that in using the information contained in 


the report I have avoided introducing this in my 
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2 
3 submission. However, upon reading Senator Dir'cson's 


4 individual views, I don't find anything that would 


5 conflict with what I put into my submission. 
6 THE CHAIRMAN: The :problen in part, of 
| course, is as he put it, but do those who criticize 


8 the industry's policies feel that if they had been 

9 in control they would have been able to make profits 
10 and as great profits by following the line of least 
11 model change and lower price? In other words, 


12 Dirkson's attitude was that he suspected that the Civil 


13 Service, on whom the Senate Comnittee's report was 

14 based, wouldn't necessary have been better executives 
15 for General Motors, Ford, Chrysler, etcetera? 

16 MR. ALASCO: There is a great deal of 

17 Cruciy in thas, As a general principle in business -- 
18 business is not like experimental science and you 

19 can't say that if I would have changed certain 

20 conditions I would have arrived at the following 

21 result, because business doesn't follow specific 

22 laws of nature or any other laws. In other words, 
23 if you discuss anything in business you are specu- 

24 lating on it, and if anybody sakes a statement 

25 of the nature as if the industry did not change 

26 their aodels so frequently it would have produced 

27 a cheaper car. Necessarily the person who makes 

28 such a statement only speculates and cannot do 

29 otherwise, because we can't make any experinents. 
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3 We cannot, as in physics, sake two experi- 
4 ments under two different sets of conditions. In 

5 business you can't check and at the sane tine sell 

6 two cars comparable with different conditions. 

7 in retail stores, for instance, they. 

8 “ake controlled experiments, but very often they 

9 arrive at conclusions that the results are not 

10 reliavie and. secondly, it hurts sometimes, the 

1 goodwill standing of the store if it carries it out, 
12 and also hurts the standing with the competitors. 

13 In other words, all that you discuss in business 

14 18 more or less speculation, and you just can't 

15 do that. 

16 THE CHAIRMAN: I suppose what is in the 
17 back of my mind is this, that there are two 

18 questions; one, was this a business mistake? Did 

19 they take the line that in the interest of maximizing 
20 profits they should not have taken, or is it rather 
1 that the Governnent should have rigged the rules 

2 so that in order to maximize profits they would 

23 have to reduce models? it is’ the Latter tine 

24 you would take, isn't it? 

5 MR. ALASCO: I would say that ay personal 
6 philosophy is the less Government intervention the 
27 better, and the soundest type of Government 

28 intervention is in the operation of the Central 

29 banks, which through open market operations influence 
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profit economy. 

What I say is that by changing the tax 
structure the Government can influence the designing 
of products by industry in certain directions. 

That is what I would like the Government to do, 

is to ‘rake in the income tax regarding the depreciation 
of assets, and other angles, something which would 
encourage then to maintain longer the same model. 

THE CHAIRMAN: That is interesting, and I 
would Tike some explanation. How far is it at 
present possible to write off as expense in one 
car the cost of the uodel change? 

MR. ALASCO: Well, the capture of assets 
varies from one automotive manufacturer to the other. 
In General Motors in certain years, according to 
the ratio of profits of General Motors, you would 
have recaptured it in 1-1/2 or 3 years. 

THE CHAIRMAN: I an talking about for 
tax purposes. 

MR, ALASCO: Generally it is a 10-year 
period. 

THE CHAIRMAN: Bue “nev Lor vie: 2e- 
tooling for model change? 

MR. ALASCO: This is an expense -- 

THE CHAIRMAN: So there is no depreciation 
problea entering into it? 


MR. ALASCO: That is right. 
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3 THE CHAIRMAN: You would want to treat it 


4 as capital and therefore not allow it and thereby 


5 lake it more expensive, taxwise? 
6 MR. ALASCO: There are various aspects 
7 coming into these model changes. There is capital 


8 expense involved as well as expenses for special 

9 tools, or it could be treated in both ways. First of 
10 all, certain expenses could be allowed as business 
11 expenses in full, and others could not. There could 
12 be a provision that certain tools are not used up to 


13 avceroain point, ‘from actphysical. poinveofryiew, they 


14 cannot be entered in full as a business expense. 

15 That is one avenue of approach. Then, you say that 
16 the Government should say that if certain capital 
17 assets are also not utilized for a longer period 

18 of time, that there is a penalty in assessinent of 


19 bie. Sax. 


20 THE CHAIRMAN: My difficulty in making 

21 use of this is that it is Detroit that has to change, 
22 and the Canadian Government has awfully little 

23 ae-—ite disposal to bring pressure on Detroit. The 


model change in Canada is a reflection of the 
odel change in Detroit, and there is nothing which 
we can do in Canada that can straighten Detroit out, 
is there? 

MR. ALASCO: I don't think that that is 


entirely true, because the Detroit industry is 
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building special cars for Europe and could very well 
build special cars for Canada. In other words, 

if the American market accepts yearly model changes, 
it doesn't necessarily -- 

THE CHAIRMAN: All right, that is the 
second point. My first feeling was that you were 
really wanting -- it is an attack on the waste 
makers in Detroit, and suppose we could somehow 
persuade Detroit to be sensible and that would 
mean that the Canadian subsidiaries would follow, 
but at the same time I don't see how we could 


influence Detroit. 
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And now, we come to the other problen; 
if we can't influence Detroit how can we behave 
in Canada so as to get the economies of less 
model change and yet Canadian sales and also 
get the economies of, say, integration with the 
USS. industry? Can you really cut that $500 
off a Canadian car by dropping model change in 
Canada? 

MR. ALASCO: Well, I will go into two 
directions in reply. First of all, Canada is 
not alone in attacking the problem of the automotive 
industry. They have the saie problem in the United 
States, and what we do here in Canada would 
certainly influence what happens in the United 
States. In other words, pressure exerted on the 
automobile industry in Canada could to a certain 
extent cause pressure in the United States. 

THE CHAIRMAN: Surely we are a minute 
elenent in the American calculations? 

MR. ALASCO: Well, psychologically we 
might not be, but I think the main point is that 
we have been listening here to the various embers 
and that there is a growing trend of demand for 
a genuine Canadian motor car made in Canada. 

Now, there were suggestions made that 
these cars should be made by European manufacturers 


who would establish subsidiaries here. I believe 
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that the soundest solution would be to influence 
Detroit that it really develops special cars in 
Canada by using their own facilities in Canada, and 
that they simply do not go the sane cycle as model 
change in Canada as they do in the United States, 
because it is a pure question of volume of model 
changes and the very high volume which you can ake. 
against the lower volume which you cannot make. 

We should encourage Detroit to design a car which 
wouldn't need very much in the basic engineering in 
Detroit. Make a car for Canada and operate on the 
basis of the European producers of keeping this car 
for many years. 

THE CHAIRMAN: How do we encourage thei? 
fie ic) Freally vie essence, You «aention the Central 
Bank. It can encourage things by doing some open 
market trading, but how do I -- what sort of means 
can I suggest to encourage Detroit to do this? 

MR. ALASCO: First of all, not to discourage 
imports. 

THE CHAIRMAN: This would scarcely en- 
courage the Auericans to develop an industry in 
Canada. It might encourage thea to withdraw. 

MR. ALASCO: I an not convinced that they 


tle 


would think of withdrawing. T think the American 


motor industry in Canada is so powerful that they have 


all the means they want. 
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THE CHAIRMAN: Don't you think they want 
wo so ir b> 1S proritapte? Are they just not 
concerned about profit? 

MR. ALASCO: No> it “Ls not thacy “IF believe 
it is a question that once in business, manufacturers 
going into a certain line of industry ‘aust develop 
certain approaches which results in certain equipment 
Sivuations and other situations, and it is extra-— 
ordinarily difficult, it is costly and risky and 
very Gifficult to handle. In other words, people 
try to do things in the easy way, and why should they 
change anything in their operations if they can 
avoid doing so, so I would say that their problem is 
that it is easier to operate along the present lines 
than to take the risks and accept the initial costs 
of reversing their attitudes, and here is the root 
of the problem, I believe. 

THE CHAIRMAN: What about the countries 
that have succeeded? Have you any knowledge of the 
Australian experinent? 

MR. ALASCO: Not very such; this is one of 
the onesthat vl have not studied, but I understand 
that the car in Australia is a car that is made at 
Pe proric ano it is’ a ear-which?is designed for the 
specific needs of the Australian arket. 

THE CHAIRMAN: I an trying to learn 


more about it. I don't know much yet, but it was 
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certainly built up during a period when it was 
awfully hard to get any other car, 

MR. ALASCO: That is right. 

THE CHAIRMAN: As a result of tariff 
embargoes, emergency regulations, scarcity of scarey 
and so on, and I think I made a reference yester- 
day to the fact that I believe a Ford or Chevrolet 
sold for about $5,000 there, and that was rather 
terrifying. Is this other car reasonably priced? 
I don't know how austere a car it is, but the point 
is it took about 10 years of the other kind of 
DIGCUCT OM TO. get it, to this:moinkgs: 

Now, you wanted to have free trade? 

MR. ALASCO: No, Ticdonttethinie Bavowhas 

THE CHAIRMAN: You seein to want to 
expose Detroit through Canada to even more pressure 
from outside? 

MR. ALASCO: I wouldn't say more; I think 
that the present tariff level is very good; it 
protects the industry. 

THE CHAIRMAN: From the importation frou 
Great Britain? 

MR. ALASCO: That is another point. 
Tifeclithat laws) are: politicalscthe tarsi, tae 
law, and everything in politics is not logical. 

It is largely a package of bargaining and cgncessions, 


and when you have a tariff it is usually the result 
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of bargaining, and so far as I know in many cases 


when representatives of the two Governnents get to- 


gether to make out a tariff agreement, they aake 


coneessions on one article and another concession on 


another article. In other words, this is a compro- 


mise that we are losing in the duty-free entry of 


British cars into Canada, although we may be gaining 


on other aspects of the relationship. 


THE CHAIRMAN: I think you were telling 


me by this entry of these cheap cars -- I shouldn't 


use the word "cheap"; in business one has to say 


“low priced" -- that this was a way of encouraging 


Detroit, or Detroit dominated Canadian firns, to 


reduce their models, to reduce frequency of model 


change. 


MR« VALASCO:) Thatliserighisy 


THE CHAIRMAN: And in this sense you want -- 


if not free trade, as free as it is politically 


feasible? 


MR; oALASCGO: Yes, Well, what I would 


say is that the feeling would be that the present 


tariff structure -- personally as a citizen I 


wouldn't protest against equalizing duties on 


British cars subject to consideration of a national 


policy and broadening of interests involving trade 


with Britain, but I believe as a principle that the 


tariff shouldn't go above the 17-1/2 per 


cent which 
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3 we are paying now. 

4 THE CHAIRMAN: Have you noticed the proposals 
° that I have discussed with a nunber of people for 

6 sone sort of reciprocal deal with the United States so 
7 that we would be playing a part in a continental 

8 arket rather than producing for a small market in 

9 Canada? 

10 MR. ALASCO: I have followed that. 

11 THE CHAIRMAN: Can you. help me in this? 


12 You have a good deal of material in your brief on 


13 the volume of production that gives reasonable 

14 economy, and so on, and you obviously made studies 
15 of the costs of production in relation to volume. 

16 Now, does this enable you to give me 

17 either an opinion on the feasibility of the schene 
18 or-advice as to what I should be looking at in 

19 order to assess the feasibility of the scheme? 

20 MRy ALASCO: I would say, that.this is a 

oA very sound proposal or suggestion, this integration, 
a but fundamentally what we are looking for is not to 
23 encourage the European imports as a means of 

24 castigating the local industry, but what we want 

25 ultimately is to have a healthy Canadian motor car 
26 industry providing the right product to the Canadian. 
eae 
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1 So, I believe, inasmuch as this is an 

2 American industry operating in Canada, there is no 

3 logical obstacle to completely integrating these 

4 two industries, but I would say before we study this 

5 we must realize one thing, that this would be only 
6 the beginning of a much broader ecnnomic process, 

7 and that other industries will Say: ‘We want to do 

8 Just the same thing’, and what we would end up with 

9 would be a common economy between the United States 

10 and Canada. I feel this is a very Important 

11 national problem. It is much broader than the 

12 automobile industry, and before we start this land- 

13 Slide, shall I say, we have to be certain that we 

ral want to integrate in the United States economy. 

15 THE CHAIRMAN: As an economist you have 

16 Shown some interest and feeling for the political 

17 aspects. Do you think in Europe the common 

18 market is going to destroy national identity? 

19 MR. ALASCO: Ido not think so. 

20 THE CHAIRMAN: So is there any reason why 

21 a common North American market should have any 

22 more effect on Canadian national identity than the 

23 European common market has had on French national 

24 identity? 

25 MR. ALASCO: I do not think there is any 

26 danger to it. It is definitely economic integration, 

Oy, but I do not think it would affect the personality 

28 of the Province of Quebec, or the Province of 

29 Ontario, or the Province of British Columbia or the 
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Maritimes. If you travel from New York to Virginia 
you will be in spirit in a different country, and 
I would say there is more difference between 
Chicago and New York as you would find between New 
York and Ohevdant 

THE CHAIRMAN: What about Windsor and 
Detroit? 

MR. ALASCO: Well, here you have an 
example. 

THE CHAIRMAN: I think that is all I want 
to ask you. I thank you very much for giving me 
this assistance, not only for what is in the brief 
but for what you have contributed personaly, 

MR. ALASCO: Thank you very much, 


Mr. Commissioner. 


THE CHAIRMAN: I think we have time for one 
more Submission. First, I should say that the 
Hudson's Bay Route Association is not appearing. 

I would now ask Mr. Victor Murgaski of Research 
Development and Surveys Associates Limited to 
present his submission. Again, this isa personal 
submission. Mr. Murgaski is a member of Research 
Development and Surveys Associates Limited. This 


afternoon we will hear Professor English of 


Carleton University. 
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1 SUBMISSION OF RESEARCH DEVELOPMENT & 
SURVEYS ASSOCIATES LIMITED 
2 
3 Present: Mr. Victor Murgaski, 
President. 

4 

5 MR. MURGASKI: May I make an amendment to 
6 what you have said. The contents of my report are 
7 known to my associates, but what I Say in my oral 
8 presentation are my own views. 

9 THE CHAIRMAN: I suppose my original 

10 Statement with regard to you and your associates 
11 is true, that you are appearing independently, and 
12 you are not appearing on behalf of any party 

13 concerned? 

14 MR. MURGASKI: Yes, I mean to bring that 
15 into my presentation. Fires Of aly, I would like 
16 to clear up all repetitious matter, and in order 
17 to do that I started to write an oral presentation 
18 on the contentious matter and new matter which 

19 has been brought up, and I think I have ended up 
20 with what appears to be a longer report than the 
1 original presentation, but I will try to abbreviate 
22 ier. 

I will read the preface to the submission, 


which is a summary of the report, and then I will 


go through my oral presentation. 


This report has been prepared by (R.D. & S.) 


Research, Development and Surveys Associates Limited 


a private, all-Canadian company not associated 
with a manufacturer, supplier, union or any group 


directly concerned with the automotive industry. 
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The prospect of any monetary benefits 
for R.D. & S. appear to be nil. R.D. & S. takes 
the greatest cognizance of problems confronting 
the government, industry, and the pubiices Mis 
eagerness has been exemplified in our numerous 
Submissions on the small car, civil defence, and 
other problems to date. 

An idea or matter, controversial in 
nature, and one which may leave a gap between 
government, manufacturers, importers, suppliers, 
unions and the public, should be placed before, 
Studied and reported upon, by independent con- 
Sultants, to the credit of the government and the 
elected members. To this end we offer our services. 

Briefly, the recommended broad policy is 
that a voluntary course of action, in line with our 
democratic principles, and sound business competitive 
considerations, be adopted. Under the guidance 
of a government appointed body an immediate 
course of action is to be implemented. The 
governing factors for this action are embodied 
in "Government Recommendatinns for Immediate 
Action," for immediate relief. 

Our group envisages a long term plan as 
unavoidable and therefore another set of 
recommendations is recorded. This long term program 
is also intended to give impetus to the former. 

A great deal of thought has been given to 


recommendations specifically for domestic manufacture 
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and another group of recommendations for foreign 
manufacturers in immediate and projected 
categories. The attempt at this approach indicated 
that a thin line definition of foreign and 
domestic firms evolved. The only factor upon 
which this definition could have differed was in 
direct Canadian labour content of the product. in 
question. We foresaw a lot to be desired in 
Canadian firms, or foreign firms as well as in 
their products. These criticisms have only been 
noted where their value towards the solution of 
the problem was greater than their harmful 
effect. 

Our experience to date points out that 
in a far greater number of case histories, the 
problem of the firm lies basically in product design 
or the process of manufacture, rather than in the 
administration of the organization; although it is 
no secret that most management consultants 
approach the problem from the top down rather than 
from the bottom up. Broadly it can be said that 
management is at fault for not recognizing its 
own problems. 

The opinions and experiences of some 45 
Associates are registered in this report. Graphs, 
charts and statistics have been omitted knowing 
that manufacturers and government representatives 
have these on hand, and no useful purpose would be 


served in this report by their inclusion. 
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1 

; Now, may I go on to my oral presentation? 
, First of all, Professor Bladen, I would like to 

i offer an invitation to you and your group to 

; Sit in with a panel of people who I consider 

; experts in this specific fiedd.. and Specifically 

; with respect to those aspects of your hearing which 
‘ appear to need additional assistance. 

‘5 Our position on the agenda has its 

‘i advantages. However, it also leaves us with a lot 
F Of repetitious.matter,. I have, therefore, revised 
i our oral presentation to outline the untouched 

3 portions of our written report, to comment on 

is contentious matter, and to point out some of my 

- observations emanating from these hearings; eelo 

7 comply with your outstanding problem I hope to 

3 delve primarily into the ‘how' aspect, 

is Since September, 1957 we have presented 

c four separate reports on the subject in question. 
20 The automotive experience of our principals and 

i those of our associates is in marketing, research, 
49 design, production engineering, contract bidding, 

23 as well as the setting up of assembly facilities for 
oA both a large and small automobile, all.in Canada. 

25 Ours is an ambitious program based on 

26 leadership rather than followship -- concepts for 
27 remedial and competitive measures. Our confidence 
28 and deep convictions of the ability to accomplish 
99 this program is based on more than nationalistic 


Primarily we are prompted by our 
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assessment of ‘success versus failure’ considerations, 
and the profit potential for our firm, our clientes, 
and the economic stability of our country. 

Needless to say, we will attempt to ccnvince the 
Royal Commission and our fellow citizens, as we 
have convinced ourselves, of the need to act on our 
recommendations. This is the first essential 
hurdle we must surmount if we are to reach a 
Successful solution. For this reason we wish to 
review some of the answers given to date which may 
have created blocks to our ambitions. 

1. We are led to believe by the local 
automobile manufacturers that a small car is not 
of vital importance. This we can only assess as 
their meaning -- ta show a profit at the present. 
Certainly, they could not have had emplcyment, 
the consumer and export in consideration. A 
marketing survey, conducted by an independent 
authority, would no doubt disclose that a "Canuck' 
can be sold at a competitive price, a higher 
profit, and in greater quantities that all of the 
imports combined. One of the several ways of having 
a "Canuck" design is nutlined in our brief; others 
can be disclosed on a confidential basis. 

2, The break-even point for assembly is 
undefined. One firm infers that 35,000 units is 
insufficient, while another is embarking on a 
figure of 10,000 units per year. I would like to 
present some rounded out actual figures for the 


assembly of a large as well as a small automobile, 
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Which show that the break-even point can be ag 

low as 4,000 or 5,000 units per year. At the 

Same time, sir, I would like to correct a 
misconcept on labour content in details as compared 
to sub-assemblies and assemblies in percentages 

of the whole. It 1s common knowledge in production 
engineering that sub-assemblies and final 
assemblies constitute more than 5O per cent of 
direct labour, excluding set-up and material 
handling time. How much more is dependent on 
design and plant facilities? 

Here is how we accomplished our goal. 
Objective: 4,000 units per year at 70 per cent 
production capacity. 

THE CHATRMAN: When yo.say you accomplished 
your goal do you mean to say you ane producing in 
Canada? 

MR. MURGASKI: No, this has been done 
quite successfully, and is now about to be 
repeated. 

THE CHAIRMAN: When you say "done" you 
mean that estimates have been made? Has it 
been produced? 

MR. MURGASKI: When we start out ona 
program this is what we hope to accomplish. What 
is actually accomplished may be different. Whether 
or not it is accomplished due to the planning or 
to other factors is what you are asking me about. 


I would say we accomplished our portion of it, but 
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that the marketing on the large car did not meet 

the expectations of the production people at that 
time. However, on the small car, which is enjoying 
So much cunent success, we had met our production 
ambitions in our costs and our estimates --- 

THE CHAIRMAN: I am sorry, but I must get 
this straight. As I understand it, you are 
management consultants? 

MR. MURGASKI: Yes. 

THE CHAIRMAN: You are now talking as 
though you were a manufacturer of automobiles. 

MR. MURGASKI: No, as I pointed out in 
my preface, these are the experiences of our 
principals é 

THE CHAIRMAN: So this is not the way 
you have produced the ‘Canuck! ? 

MR. MURGASKI: In this case it is. This 
is my experience I am relating, and I am a 50 per 
cent owner of this group. 

THE CHAIRMAN: But are they producing a 
car? 

MR. MURGASKI: No, they are not producing 
acar. May I clarify this by saying that I was 
chief production engineer for a firm which had 
done this. 

THE CHAIRMAN: Which produced a ‘Canuck’? 

MR. MURGASKI: That is right. 

THE CHAIRMAN: Can I buy one? 


MR. MURGASKI: Yes, you can. 
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1 THE CHAIRMAN: Is it confidential? 

y) Is this an anonymous car, or --- 

3 MR. MURGASKI: No --- 

4 THE CHAIRMAN: Excuse me, sir. I do not 

5 really ask you to declare it, but what I want to know 
6 and what I am trying to get clear -- I thought you 
a were talking about a car that you Suggested could 

8 be produced, 

9 MR. MURGASKI: No. 

10 THE CHAIRMAN: If ‘Canuck" is the pseudonym 
11 for an existing car, we must clarify it. 

12 MR. MURGASKI: No, I am pointing out an 

13 actual case history in order to get at what is the 
14 break-even point in my Suggestions for the 

15 immediate solution to the unemployment problem. 

16 I follow this course, and I would like to point out 
17 at this point so that those sitting here may know 

18 what I am talking about here, that I was Chief 

19 Engineer for Chatco Steel Products. I think that 

20 Will suffice for a while for those who are familiar 
21 with the industry. I do not think it would be of 

22 advantage for me to mention any further because of 
23 the position in which it might place this firm which 
24 is embarking on this program. If I have made my 

25 own position clear, I will go on. I am qualifying 
26 a group to give these figures. 

27 Objective: 4,000 units per year at 70 per 
28 cent production capacity. 

29 
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1. Assembled body and all other sub- 
assemblies from raw stampings which were supplied 
to us palletized or boxed from the parent plant 
in the United States. 

2. Assembled motor and rear axle which 
came in from the United States partially assembled. 
Remainder of components were supplied from Canadian 
sources. 

3. 80 per cent of the remaining components 
were Supplied from Canadian sources. 

Our operation consisted of body, in white, 
metal finish line, spot welding department, 
conveyorized system, paint department, trim line, 
high line, engine-axle assembly department, final 
touch-up and inspection. 

We received $360 for each automobile, 
which covered our labour, plant overhead and a 
74 per cent profit. This automobile sold for about 
$3,000. We also assembled the first compact car 
with a break-even point of 5,000 units on the same 
line. We had no difficulty meeting minimum labour 
content requirements, and were changing designs 
constantly to increase same. 

All we sold was our labour, ability and 
plant facilities. Our initial outlay for pliant 
equipment and standard tooling was around $160,000. 
I estimate the cost of tooling, peculiar, to be 


around $40,000, which was paid for by the parent plant. 


All tooling was made in Canada. 
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We made a far better product at a lower 
cost, which can be substantiated Treads ly. at 
10,000 units per year American Motors will 
undoubtedly make a substantial DrOL EG. 

And then I have a cub-note here, that we 
have a good number of Canadian firms who are 
prepared to undertake present quantities, 
assembly contracts for foreign or domestic firms, 
with an added stipulation that there would be 
Seme pie-cutting at Christmas. This is not new 


in the automotive industry. It has been done 


before by the Big Three, where they have sub-contracte 


a complete model to be supplied to them, and I 


offer any number of Canadian firms who would embark 


eon such a program were they given this opportunity 
to compete in the final assembly with imported 
cars, 


Have I made this particular point clear? 
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THE CHAIRMAN: Goron. 

MR. MURGASKT: Thank you. In the matter 
of component Supply: Confidential reports from 
production engineers in Canadian feeder plants is 
that -- ‘We can compete in everything except in 
tooling amortization." It may be well to extend 
the D.D.P. tooling assistance program for defence 
for marginal cases to the automotive parts supply 
industry. 

bie On the question of integration -- I 
Sincerely feel that I would like to pass this up 
except to register a strong protest against this.. 

51 (On unrestricted Teciprocicyse=w116 
is a personal feeling -- U.S. plants can fill our 
full requirements without any difficulty and charge 
us whatever price they want for their product. 
Under these conditions I feel that U.S. plants 
would fill of our needs without further ado, and 
our standard of living would be immediately 
dropped and we would have to reorient ourselves 
toethdsn chances 

6. Research -- and this is perhaps ay 
answer on questions as to how we might influence 
design because it is being done in other industries. 
I might point out that in the electrical industry 
we have been very, very successful in regulating 
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setting up a standard code of mininun constructional, 
performance and safety requirements for the rating 
of automobiles to Canadian temperature, humidity 

and dust conditions, as well as compliance with 
highway regulations. Modern cold room testing 
facilities are requirtcd. Stinulation of creative 
thinking is necessary so that research can be 
applied in a specific direction. 

Lastly, may I suggest that a promoter 
financier, a marketing man, and an automobile 
production engineer might be of sone further 
assistance. Perhaps a short survey of the consumer 
ay assist you in determining the ever-growing 
popularity of the Bladen "Beaver". 

In summary, I cannot see any solution 
fron answers of those who were under the guillotine 
imnseppearine, mor those of their Suppliers, nor 
those of their accusers. 

icnow wouldnlikentosgocontspecsii fcaaty 
to our short-term recomuendations and into our long- 
term recomnendations, if I may. 

In the short-term recommendations we have 
taken what we would call each of the groups and 
made suggestions as to how each group might react 
or what each group may do to alleviate the imnuediate 
problem which we stress as being unemploynent. 
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2 

3 Canadian automotive industry to maintain the desired 
4 level of employment in the shortest period of time, 

5 we recomend that: 

: (1) The Governnent should request the 

7 Canadian producers to voluntarily reduce the number 

8 of models offered for sale to the public. Thiswwaild 
9 result in considerable savings which can be readily 
10 determined from available figures. such savings 

i are to be passed on to the consumer in the forn of 

12 price) reduction. It is our opinion that the supplier, 
13 manufacturer, and consumer will benefit from this 

14 recommendation. 

15 (2) The Government should request that 

16 Canadian producers voluntarily standardize on such 

17 items as wheels, fuel tanks, spark plugs, etc., 

18 and that such standardization continue on other 

19 items progressively. 

20 (3) The Governaent should request the 

1 importers to linit stock in Canada to projected 

22 quotas. 

93 (4) Consider the possibility of devaluing 
4 the Canadian dollar and the effect on the automotive 
5 industry. 

%6 (5) The Government should work out a 

27 program of educating the public in buying automobiles 
28 produced in Canada. Governnent, wuanufacturers, 

29 suppliers and unions should participate in this plan. 
30 
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(S) Consider revising the present tax laws 
to shorten the write-off period for initial investment 
in plant, buildings and equipment. 

(7) Study gasoline prices and possible 
price reductions, that is with a view towards higher 
volume because of larger sales, saine revenue, lower 
orice, 

(8) Appoint an authority to: 

(a) Follow up on the above recommendations; 

(db) Plan, schedule, expedite, co-ordinate 
and report on progress of above; 

(c) Act as a liaison body to ensure that 

the reductions in cost asa result of 

recommendations are being utilized 

for their intended purpose. 

(9) Governnent should co-ordinate 
the efforts of the Devartnent of Trade and Coimnerce 
with the Department of National Revenue so that a 
wooing of foreign industry program is not accompanied 
by an increase in tariff progran. Perhaps one 

department could give an impetus to the other by 
advance notice of their intent. 

(10) Infora all concerned of desire 
to bolster employment, the home industry, as well 
as to encourage more direct participation in 


Canadian economy by inviting foreign manufacturers 


to plan Canadian operations. 
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The above recommendations are intended to 
benefit all concerned and to give them the opportunity 
to implement the changes deemed essential to the 
overall improvement of the Canadian economy without 
legislative measures. It is felt that the adoption 
of these recommendations would give the necessary 
relief fron unemaploynent without antagonizing our 
overseas customers. The measures taken are purely 
Sound, competitive business considerations. Dependent 
upon the reports of the appointed authority relating 
to inprovement in the industry, a plan of further 
action ay be necessary. 

Now, future planning, which we feel is 
so important, essential to the export trade. 

Planned annual styling obsolescencé 
for utility automobiles is extremely: vasteful 
to Canadian econoiny. t+ is this type of promotional 
technique and competitive situation, established 
by U.S. marketing trends, that has resulted in the 
probleus we are facing today in Canada. An 
interesting U.S. trend has been uncovered which 
has had diverging success in Canada, in that, 
the intermediate size of automobile (compact car) 
is showing increasing popularity in the U.S. 
and decreasing popularity in Canada. The longer 
therefore ensure that Canadian 


term plan ust 


producers will manufacture according to Canadian 
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1 
2 
public wants, and thereby ensure a conpetitive 
3 
condition and a sound economy. The steps outlined 
a 
previously for immediate action would eventually 
5 
lead those participating to produce a small car for 
6 
which the need has been presently fulfilled by 
7 
imports. This realization may prompt foreign saanu- 
8 
facturers to re-locate.in Canada in time to participate 
9 
in the plan. 
10 
The first steps to such an objective would 
11 
pe CO’ 
12 
(1) Make funds available for the writing 
13 
of specifications for, let us say, The Canuck auto- 
14 
mobile. These would be first outlined by a study 
15 
group who in turn would forward tentative copies 
16 
to all concerned for comment and recommendation. 
si) 
I an-atraid that in so fay es "tne 
18 
Beaver is concerned, it may already carry a stigma, 
19 
and so I suggest Canuck. 
20 
World wide design competition for styling 
JA) 
can be organized to gain the necessary publicity 
22 
and acceptance. Successful stylist would be 
23 
required to work with a Canadian design teaia in 
24 
Canada until completion of design. 
25 
At this point it may be desirable to 
26 
outline soe of the other specifically Canadian design 
Pa | 
features which are desirable: 
28 
(a) Extreme temperature changes in 
29 
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Short time intervals with colder extrenes require 
better insulation along with i:proved starting- 
lubricating features. 

(b) Salt on Canadian roads indicate that 
we should utilize aluninun bodies and possibly 
aluninun coated underfraues. 

(c) Long or short distance comfort 
features. Canadians have longer distances to traverse 
due to population density. U.S. drivers travel 
further possibly, but cover shorter point to point 
distances, 

(d) Utility car may also have some 
Sport car features such as a manual hard top for 
winter or suwaner use. 

(e) Design for automation for Canadian 
quantities: Economic justification of automation 
facilities is to be determined on the basis of 
Canadian volune requirements. 

Ivthink that is ineait- to inelude 
export as well. 

(2) We recoanend that the final drawings 
and specifications be made available to participating 
firms who would agree to pay for same on a royalty 
basis. The supplier firms would compete for the 
supply of components. Assistance would be given 
if desired for initial tooling costs. Eventually 


the monies advanced by the Governuent for this 
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purpose would be returned with interest. 

(3) Restrictions on special machinery 
Should be considered to encourage local fabricators 
to compete on supplying same to the Canadian Auto- 
tuotive Industry. (Foreign govermients have assisted 
the machinery industry to develop their product 
for export through large defence programmes). 

(4) Needless to say, Government sponsor- 
ship of such a progran would give it the necessary 
impetus. Firms participating would be assured of 
competing for the sale of the utility car to all 
levels of Government who would show preference for 
Same. 

(5) Governnent should work out a progran 
of educating the public in recognizing specific 
Canadian needs; economic as well as functional. 
Special emphasis should be placed on the need vie) 
conserve our natural resources for our Canadian 
needs as well as on the theme of self-efficiency. 
Pineity, end if nec be, Governnent may project 
a deadline date by which a minimum Canadian 
content ust be met in order to arket their 
product in Canada. 

(6) Government should give special 
consideration to any firm whose principal ownership 
and control ig Canadian and which shows interest 


in further exploiting the profit potential 
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of the truly Canadian automobile. 

Producers: In a free enterprise system 
a company's main obligation must be to their share- 
holders. In this respect the Canadian producers, 


as subsidiaries of American concerns, must be guided 


by the policies established by the parent company. 

We therefore present the view that it is up to the 
Canadian Government to establish the basic needs, and 

if necessary, rules and regulations that will 

ensure that any concerns conducting operations on 
Canadian soil do so in a manner that will be of the | 
utmost benefit to Canada, at the same tine granting | 
that such regulations must not be detrimental to 
the profitable operation of the company. The only 
recommendation, therefore,, that we wish to present 

in this category is: 

That the producing companies co-operate with 
the Government to the fullest extent in conducting 
their operations in accordance with planned objectives, 
knowing that these have been designed to strengthen 
our national econony. 

The Public -- and there we have broken 
it down into two categories: (a) Labour, (b) 
Consumer. 

Wage and fringe benefit demands must be 
kept realistic and demands of this nature must be 


proportionate to Labour's ability and willingness to 
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increase output. Strikes, slow-downs and any other 
disputes that eventually result in higher costs 
and selling prices, must be avoided. 

Consumer: All sections of the consuming 
public (including labour) must be ready to purchase 
Canadian wherever possible. 

IV. Foreign Manufacturers: 


(1) Should be invited to air their views 


and recommendations on the proposed course of action. 


(2) Should be prompted to give 
Canadians an opportunity to purchase greater 
interests in their Canadian operation. 
(3) Abandon attitude of Canada - 
"a plus business" on a take it or leave it basis. 
Conclusion: The Canadian Automotive 
Industry has been ardcan continue to be a profitable 
major eleaent of Canada's secondary industry. 
However, its position as a major employer 
of Canadian labour now and in the future, and as 
such a substantial contributor to the Canadian 
economy, is dependent upon prompt and effective 


enforcenent of the recommendations included in the 


body of this report. 
ii psy wm cat Ws 


THE CHAIRMAN: I will just ask a few 


2 It 
questions on some of your recomnendations. The 


Governuent should request the Canadian producers to 
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voluntarily reduce the number of nodels.." 
Then you have this couplaint, you tnust not hurt their 
prorits. What ,sort of a request is this? 

MR. MURGASKI: No, to reduce the nuinber of 
models didn't infer that it is not possible for then 
to do so. 

THE CHAIRMAN: Why are they not now doing 
it? 

MR. MURGASKI: Because there is a lack of 
some co-ordinating effort. Let’ me put it, perhaps, 
that they are afraid to get together on this 
question. 

THE CHAIRMAN: Haven't we got a very strong 
anti-trust provision which may very well make then 
properly afraid? Is your view that they should be 
given freedon under the Combines Act? 

MR. MURGASKI: Yes, I do. The three of 
then are in competition, and if the other two come 
-to me, there is always suspicion of my methods, 
and it takes an impartial outside group to inter- 
mediate between the three. 

THE CHAIRMAN: But if there is an impartial 
outsider, and having got them together, ait four 
would be subject to the combines legislation. 

MR. MURGASKI: It all depends what 


they try to do when they get together. 


THE CHAIRMAN: To restrict competition, 
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in the form of model change. 

MR. MURGASKI: This is one thing we 
recommend, that the Government might assist this way 
by saying we recommend that you three get together 
and consider the position. 

THE CHAIRMAN: Do you think that I would 
have ituch success in persuading the Governnent to 
persuade the automobile industry to reduce its 
competition? 

MR. MURGASKI: Mr. Bladen, I think you have 
an awful lot of influence, and after this hearing 
you have more influence on the Big Three. 

THE CHAIRMAN: I an afraid you exaggerate. 

MR. MURGASKI: LG Is possibles sur is as 
a feeling, to make sense, that they will not by- 
pass what is sensible. 


THE CHAIRMAN: What about voluntary stand- 


ard Zau.0n? 


MR. MURGASKI: Well, voluntary standardization 


and more or less diminishing the number of models is 
more or less the same thing. 

THE CHAIRMAN: The spark plug and the door 
nInee. 

MR. MURGASKI: This is usually done by 
their supplier who, quite frankly -- can you imagine 


the tail coming to the dog to wag hin? Apparently, 


the supplier of the spark plug must go to each of the 
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Big Three for whoi he produces and attempt to 
Standardize this iten. 

THE CHAIRMAN: This problem of standard- 
ization is a natter of very great interest to me, 
but so far nobody has told me what I can do to 
promote it. 

MR. MURGASKI: May I make one suggestion, 
ano made a0 initially? A good automotive 
production engineer aay study this particular problem 
and then come out with the reammendation as to 
what is an unbiased opinion and what might be done. 

THE CHAIRMAN: You see, engineers 
disagree just about as generally as economists do. 

MR. MURGASKI: Yes; but the logic 
ultimately of what is Said is accepted. 

THE CHAIRMAN: Nuznber 3, quotas. Having 
restricted competition between the domestic producers, 
you are going to restrict the competition of inports. 

MR. MURGASKI: No. I suggest that the 
foreign countries be asked well ahead of time: 

How many cars are you going to send into Canada 
this year, and will you please stick toe 10. 

THE CHATRMAN: And let it not be too 
vaany. 

MR. MURGASKI: This is a voluntary course 


of action, and if I don't want to do it, IT don't 


do. it. 
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3 THE CHAIRMAN: We don't restrict the 

4 competition of the Japanese by asking them not to 

5 export too much to us. 

6 MR. MURGASKI: In this particular case 

7 you will probably get more of the other. 

3 THE CHAIRMAN: ‘Consider the possibility 
9 of de-valuing the Canadian dollar and the effect 

190| ° the Automotive Industry.." How are we going to 
1 de-valuate? 

12 MR. MURGASKI: I an not qualified to 

13 answer that. I leave it in your lap as an economist 
14 ro. consider. 

15 THE CHAIRMAN: And you think it should 

16 mist be considered in relation to its effects on 

17 the Autonotive Industry. 

18 MR. MURGASKI: Yes. I realize it affects 
19 the whole econouy, and I think there is justification 
20 for considering it from a pure automotive aspect. 
r4) 
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THE CHAIRMAN: If it means getting rid 
of the present over-valuation I would be more 
sympathetic, I think, but it is a little hard to 
put this as purely an automotive problem. Can you 
get the public to buy automobiles, and this is 
the problem which I was discussing earlier, and 
we do want education. We are teaching them how to 
drive cars in high school and perhays we will have 
to teach them how to buy the things in high 
school. 

MR. MURGASKI: The government should 
undertake the programs. They did certain 
educating of the public under emergency condtions, 
and I think that unemployment is becoming an 
emergency condition and therefore, frankly -- well, 
let us leave it at that. 

THE CHAIRMAN: They you want me to 
recommend the appointment of another board? 

MRE CMURGASK Tse" Noy anoys = 

THE CHAIRMAN: An authority, not a board. 

MR. MURGASKI: Yes. I understand that 
your authority is to the end of your report. Does 
it extend beyond this? 

THE CHAIRMAN: No. I can recommend the 
appointment of an authority, but I will not -- 
I will not say that I will not, but I am not 
attracted to adding one more regulating board. 
Will we have one for each industry in Canada? 


MR. MURGASKI: I will tell you how it is don 
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now, Sir; we have a Canadian Standards Association 
which is a federal group, and it may be their 
responsibility to establish -- they might become the 
authority. 

THE CHAIRMAN: What are they going to have 

authority over? | 

MR. MURGASKI: They will have authority over 
the written specifications for the compliance of 
those automobiles to specific Canadian needs. 

THE CHAIRMAN: You have got greater faith 
than I have in the ability of the government to 
design a car that I want. 

MR. MURGASKI: Well, I have, sir, and 
probably -- 

THE CHAIRMAN: Have you ever worked for 
government or with government, or have you always 
been in private business? 

MR. MURGASKI: I have always been dealing 
with government, and I have worked with the Big 
Three and I have been in private business, sir. 

THE CHAIRMAN: And are you really as -- 

MR. MURGASKI: Enthusiastic? 

THE CHAIRMAN: Yes, enthusiastic over the 
creativity of government boards? 

MR. MURGASKI: Well... 

THE CHAIRMAN: I think you have answered. 
When we come to the Canuck, I am not quite sure who 
is going to produce it. As far as I can see, the 


government will provide the money, and .if it is hand 
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to get them to drop the excise tax, it will be 
even harder to get them to provide the investment 
for this thing. 

MR. MURGASKI: We don't say where the money 
is available from, but part of it is available 
now, sir, and what I want to say is that this 
particular automobile -- our recommendation is that 
it be given to anyone who is in the automobile 
business and say, ‘Now, here, this is what the 
trend seems to be towards, and this we could prove 
before, so here is..." 

THE CHAIRMAN: Could you prove it beire? 

MR, MURGASKI: Oh yes, sir. 

THE CHAIRMAN: Can't people prove 
conclusively to this body that a particular 
automobile would be a great success and then have a 
great disappointment when they produce it? 

MR. MURGASKI: You mentioned it, sir, in 
refermne to Hitier, 

THE CHAIRMAN: I wasn't thinking of Hitler. 

MR. MURGASKI: But it is an extreme 
success, sir, and it is a plant-predicted suceess 
determined by very, very accurate means. This new 
science is called motivation research, which may 
be familiar to some of the people here, but it is 
really a science of determining why people behave 


like they do. 


THE CHAIRMAN: I suggest that you read the 


article by Professor Rodfield on the art of social seie 
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MR. MURGASKI: Thank you; I will make a 
note. 

THE CHAIRMAN: If you are interested, I 
could send it to you. 

MR. MURGASKI: I am not. 

THE CHAIRMAN: You are not? 

MR. MURGASKI: No. As a matter of fact, I 
heard your comment as to Hitler's contribution, and 
I am sorry, but Hitler had nothing to do really 
with the success of the Volkswagen. 

THE CHAIRMAN: I didn't want to attribute 
tp co Wan particulary. 

MR. MURGASKI: He wasn't there. 

THE CHAIRMAN: He wasn't there? 

MR. MURGASKI: No sir, not when. it became 
a success. 

THE CHAIRMAN: No, but when it was designed 
it would have been a success perhaps earlier if 
the war had not intervened, but let us not get 
into the Volkswagen, 

All I want to do is thank you because 
when an individual with no interest takes the time 
to appear before me and give me advice, I am very 
grateful. Thank you very much. 

We shall reassemble at 2 o'clock when 


Professor English will make a submission, 


--- Luncheon adjournment. 
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--- On resuming at 2 o'clock p.m. 


SUBMISSION BY H.E, ENGLISH, Pao. 
Associate Professor and Chairman, 
Department of Economics, 


Carleton University 


Present: Professor H.E. English. 


THE CHAIRMAN: This afternoon we have just 
one submission, a submission by Professor English 
of the Department of Economics of Carleton University. 
He may not feel very much at home in these surround- 
ings, but I feel rather more at home in dealing 
with a fellow academic economist than I did with 
Some of the others who have appeared to make 
submissions before me. 

PROFESSOR ENGLISH: May I give you the 
option of hearing this brief? 

THE CHAIRMAN: I would suggest you read 
it. Ihave been studying a copy. Am I right in 
thinking that this is the only page that is changed? 

PROFESSOR ENGLISH: Yes. I wouid: dikes 
tc point out some typographical errors in the 
mimeographed copy. It was prepared rather late 
and I had not a chance of checking it as carefully 
as it should have been checked. 

On page 3 in the fourth line from the 
bottom "The only reason" should read "The main 
reason’. 

On page 6, and this is an important change, 


in the sixth line from the bottom the figure "28,000! 
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Should be ‘18,000'. 

Page 7, in the fifth line from the bottom, 
the word "seals" should be "scale", 

On page 8, in the thirteenth line from the 
top, the words ‘mere factors" should be ‘some 
Tacvore’ . 

I am sorry for the number of these 
corrections. Shall I ‘proceed? 

THE CHAIRMAN: Yes, please. 

PROFESSOR ENGLISH: This submission embodies 
an effort to view the problems of the automobile 
industry in the context of the growth of Canadian 
manufacturing industry generally, and in the still 
broader context of trends and opportunities in 
the new international economy of the 1960's. The 
underlying assumption of such a submission is 
that an appropriate public policy affecting this 
and other manufacturing industries is more likely 
to emerge from an appreciation of the relative 
strength of the various sectors of secondary industry 
and, especially for Canada, a realistic appraisal 
of prospects in international markets. There may 
be an additional advantage in a comparative approach 
since it seems likely that policy change adopted 
respecting the automobile industry will be 
considered by many as establishing a precedent for 
policy affecting other Canadtan industries. 

An Historical Perspective: I have recently 


examined a group of manufacturing industries including 
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most of those which encounter import competition. 
The figures in the table are indexes of the net 
value of production of the Specified industry 
groups, and indexes of the value of imports of 
Similar products. 

I will not read the table, but the follow- 
ing general conclusions follow it. 

The eight groups fall into three 
categories -- industries for which Canadian pro- 
duction has grown very much more than imports 
(labelled I),those for which Canadian production 
has grown at about the same rate as imports (II), 
and those whose production growth has been slower 
than the growth of imports (III). Automobiles 
are clearly in the first category. The principal 
characteristic which would appear to distinguish 
category I industries from those in category II 
is the relative homogeneity of product. In 
spite of the problems of model varieties in 
automobiles, which will be discussed later, the 
automobile industry like the steel industry has 
over the past thirty years grown to the position 
where it enjoys a large market for its principal 
products, relative to other Canadian manufacturing 
industries. (The same is true to a considerable 
extent for the main cotton and synthetic textiles 
though the figures here also reflect a generally 
higher level of protection.) 

On the other hand, the industries in 


category II and industrial machinery as well 
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produce a much wider variety of products for which 
the individual markets are usually smaller. A 
Significant comparison in this connection is 
between automobiles and electrical apparatus, 

the other major consumer durables group. Another 


factor which has maintained the growth in imports 


of electrical goods, and of other products covered 
by" category II, isthe frequent introduction of 
new products. In the earliest Stages of development 
Such products have typically been imported, 
raising the general level imports for these groups. 
In spite of these factors, even categery II 
industries have grown more rapidly than related 
imports. The main reason why category III has a 
different record is that it contains the two 
industries which have experienced a significant 
decline in protection. 

Finally, the over-all contribution of 
these eight industry groups to the net value of 
manufactures has increased from 30.5 per cent in 
1926-9 to over 35.5 per cent in 1953-5. This 
represents a significant advance in industrial 
diversification. 

The relevant conclusions from this data 
seem to be two. First, industries producing 
manufactures in Canada have gained considerably in 
strength over the quarter century since the late 
1920's, and that this has happened despite some 


decline in trade restrictions. 
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Secondly, the automobile industry has 
Shown particular Strength, 

It is my view that these figures reflect 
in only a modest degree the significant change 
which has taken place in the potential for 
manufacturing industry in this country. The 
market for manufactured goods has more than tripled 
between the boom years of 1926-9 and the boom of the 
mid-fifties, and it is no longer valid to cite 
the small size of the Canadian market as a necessary 
limitation upon the prospects for many Canadian 
manufacturing industries including the automobile 
industry. The time has come for Canadians to 
consider which manufacturing industries are our 
appropriate specialties; and to Stop the trend 
toward construction of a miniature replica: oF 
American industry north of the border. An ofderly 
rationalization of Canadian manufacturing is now 
possible without endangering our capacity to 
maintain employment in the manufacturing sector 
as a whole. 


An International Perspective: A glance 


at the emerging pattern of world trade and at the 
efforts of other nations to adjust to it may 
help us to see why we must rationalize the 
manufacturing sector of our economy and how the 


task might be accomplished. 


As has so often been stated, we are 


entering a period of much tougher international 
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competition. The older nations of Europe, compelled 
Hysepolitical necessity and economic opportunity, 
are moving toward regional common markets and 
free trade areas. Even the relatively less 
developed countries of Latin America are groping 
for a more productive pattern of industrial 
activity through specialization and exchange. The 
effect of these changes toward competitive 
production in larger markets will be a larger 
Supply of lower priced better quality manufactures 
on world markets than ever before. There are only 
two alternatives open to Canada in this situation -- 
either we, too, select our appropriate Specialties 
and enter into international competition or we 
build higher walls of protection against the 
increasing pressure of external suppliers. The 
latter policy has in my view serious, perhaps 
disastrous, shortcomings. As a nation with a 
high standard of living, we would be rightly 
condemned for cutting off the trade of those whom 
we call friends or seek to influence. Freer world 
trade offers us at the same time an opportunkty 
to cooperate with other nations and to advance our 
Standard of living through specialization in our 
most productive lines of economic activity, a 
policy which will in turn provide us with the funds 
necessary to meet our international obligations. 

On purely economic grounds an autarkic 


policy would have other dangers. Our leading resourc 


Brlqocy ots sol vaais WISI io eeliinsos beqoLoveb | 


laftjaidel Ye misttsq evitouborg stoe.6 a92 


2e? .apradoxs pire Aoidast'Tatoous -Avworedt Wives 
| oviditadics Ofawod Bsqdeds shand lo dootts 
asgral a od Lin atentws wyval oD nelteybong 
Souudostunen yilavo reddad beetoqg. tawet to etaque 
qind orn arent. cateisd ove weily etodtan bivow ne 
-- #oitsudie side #1 shaaey od noq¢yeevidanvedts. and 
esivielosas Slaitqeiags wo toefse (ood- ee tentio 
AW uo Nelrsigsiqwss fsentdainieduy adnl ‘teva, bas 
ede teatéak doldietong 16 ¢llew tedgid Ditad 
se -mielique Ldiixeixe lo eiuecems anlésetons 
aqettsq ,syolren woiy ywi AD aad wolloaeiwstal 
e iw Goliad 8.84" .ennimen trode <enordéeatb 
| vA: of Bitow ow ,ontvil to byebnata feta’ 
Rudy “SeG0s Te whead add .dte xatdivs tcl Syaumeboop 
Bitow 1o;Tt  .sonsataak o¢ deca 4c ebnelt? [iso sow . 
 Walastioyg® oe eid omea ond de ay etgTic abew 
106 warevba eo? Bab enolden worse ciile sievaqoon oi 
We it. noitatsiferesge Aguciag ailvil Yo. busbasds 
kt vidne aimenace Ie sents evitoubou, t2om 
| Birr? ot dlv 8u-shivetta gems at £itw slo triw wtliog 


“ENO S81 (ue Cait Teeal We deen of gaaseanen 


Phagwus co ebiere- ghnpeden. Utne, no ay 


BO3G goalies! +0 2 2eehkb- ate ave Btvow wiley 


; ; J a - 
a 2 


ANGUS, STONEHOUSE & Co. LTD. a 625 is 
TORONTO, ONTARIO 


1 industries, most of which will continue to depend 
2 for well over half of their markets on external 

3 buyers, would suffer while some hot-house 

4 manufactures are extravagantly maintained. 

5 One should not suggest that adjustment 

6 iS easy;obut if it is not begun soon it will 

7 come av aNless:propitdotsutimeewhenuother nabions 
8 have a greater economic lead. 

4 One of the half truths one often hears 

10 in Canada is that we have been true to trade 

11 multilateralism while others have betrayed the 

12 cause of GATT. We have compared ourselves 

13 favourably with countries which, with greater 

14 problems of growth or post-war readjustment, have 
15 had much more reason to bend the provisions of 

16 GATT. It will surprise some to learn that there 
17 are nations which have accepted the challenges of 
18 international competition while we have avoided 

19 reductions in trade restrictions which would have 
20 any substantial effect on the pattern of our 

21 industry. We should have compared ourselves with 
22 those in similarly fortunate circumstances. A 

23 good example is Sweden. Sweden, a country alleged 
24 to be socialist because of the effective public 

25 relations practices of its Social Democrat govern- 
26 ment, has shown more faith in the advantages of 

27 competitive private enterprise than we have. Swedish 
28 tariffs are generally lower than Canada's (10 to 
29 20% on most manufactures, though 15% on automobiles). 


Cae Misha cael Vi tow 
ftiw tt Hoos muged vor at dt Ut -dud .yoas eh 


enolten tetide Heriw emis avotdiqotq: easl’s de amos | 


.S60f oimonoos 1st6ety 8 eved 


. eseA) Bedt6 Wee éAtuys “tfed ang lo 9nd ; 
aberd of Seis nend eveet ow dedd et shensd al | 


eit boysided svad sveizo sitnhw mellatetallilum 


eovioewd bareqmoo syed sw .PTAD A ges89 


=" 


‘ 


) sete Avan aclu -eeladnues ddtw yldewovat 


Syrer theese eed sH-F80q ‘to aitvuoty to sensidérg 
| to shotatvora srt dSagd:od neeast ton -doum ‘bed 
. easith. has Gvsol of sco saliqivearLltwal “Trad 
| Yo Raga taele ea? betgeoos svar noldw anolssen.ots 
nsbigve evs ow sfitdw nortissamos Seapeeaatecdh. 
suns bite do haw encigotatéess ebseat nt saottoubet 

mga ‘to acodien, sov no Jootis istianedadua yas 


) Agta aavisame bots wyMos evant bieode ow » Ytterbat 


i - 2 om 4 [ - -s = = _ 


fi 899 iptemotts sfanust6t yivtaitmie nt seors 


begalis’ widadco @ iribbowe caebewe: et oLymaxe boog 


sttdua evitout?s ond Yo sauacsd teliatocs ad of 


a 


anus Vay dexconsd Lato edt “wo seoltoarg enoliatas 


%e esyadnevbs oft ni HOESt stom nwotte ‘eRd .tnem 


LS ee had 


\Wetbews sven sw dadd sabagredgs atevirg avidtysqmos 
of OL) ei abane? ‘Hiid “rower Yerereneg exe. atitcs?» 
s(@eltdomotus no REL alive .cotito stuns: Jsem no ROS 


& 


ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO i 626 i 


With less than eight million people, and a lower 
ber capita income, Sweden has a domestic market 
less than one third the size of ours. Yet Sweden 
produces and sells effectively in world markets 
manufactures such as Special steels, ball bearings, 
electrical ‘and telephone equipment and automobiles. 

The Swedish automobile industry, protected 
by a 15% tariff, and with 70% of the domestic 
market supplied by foreign producers, has produced 
in recent years two types of car, of which one, the 
Volvo, has been especially successful internationally 
in competition with a wide variety of four cylinder 
medium sized cars which are Slightly lower in 
price. The comparative price here of the 
cheapest Volvo is about $2100, a little above 
comparable British cars apparently mainly because 
of the higher tariff. In 1959 Volvo sold about 
85,000, of which 44,000 were exported, including 
18,000 to the U.S. With the same relative position 
in domestic and export markets a Canadian producer 
would be able to dispose of an annual product of 
200,000" cars. 

All in all, machinery and equipment, 
including transport equipment, play an equal part 
in Sweden's imports and exports; in recent years 
about 30% of her total trade. Why should Sweden 
have been able to do this? One reason surely is that 
Swedish private enterprise has responded to the 


challenge of international competition rather than to 
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1 attempt to reserve its domestic market to Swedish 
2 manufactures, 

3 The Canadian Automobile Industry: what 

4 does the foregoing contribute to an understanding 
5 of the sources and to the search for a solution of 
6 the present problems of the Canadian automobile 

7 industry? It is apparent that in spite of the 

8 underlying drength of automobile production in 

9 Canada, reflected in the growth index, the 

10 industry was not ready to deal effectively with the 
ii European competition which has developed since 

12 1957. The historical evidence and the Swedish 

13 experience strongly support the view that it has 
14 been the policy of the manufacturers and not any 
15 basic characteristic of the Canadian economy which 
16 explains the current situation. The faults in 

17 the structure and behaviour of the industry 

18 include the following familiar complaints: too 

19 many firms, too many models, too freauent model 

20 changes, too elaborate a product and failure to 

“1 expand exports as a means of attaining higher and 
22 more efficient production levels. 

as It is an indication of the potential of 
24 the Canadian market that in the face of all these 
25 Sources of increased cost of production the 

26 industry survived and was profitable during the 

27 period covered by the growth indexes. The 

28 Canadian market absorbs about 400 thousand cars 

29 annually. Evidence given by the industry itxlf 
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indicates that the minimum efficient scale of 
output necessary to attain the advantages of mass 
production in assembly operations is not greater 
than 100,000 cars and may be much less. Yet in 
Canada we have three major (and two minor) producers 
each producing several makes of automobile. There 
are well over a hundred models being produced in 
Canada, excluding numerous minor variations. I 
understand that Ford said the other day that it 
still produces thirty-six models in this country. 
All of us know what a mammoth effort is put forward 
on television to create wants in the Canadian 
public for this extravagant variety of automobiles. 
Every year model changes are made which add still 
further to the cost per car. It has been estimated 
that this alone adds $200 to the price of a car 
even in the United States, probably significantly 
more in Canada. 

The increasing elaborateness of cars 
designed and produced in North America during the 
last five years means that most of the models 
traditionally produced in Canada now cost more than 


$3,000. 
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Under all these circumstances it has 
become increasingly important for Canadian anuractures 
to find export outlets in order to achieve Suri 2 ct1ent 
volume of production. But the sane factors explain 


to a considerable extent the CITE LCuLty an 


achieving market expansion since the product, 12) so 
unsuited to the wants and incomes of most overseas 
customers, 

The explanation which seems inescapable 
is that the policy of the Canadian industry has never 
been formulated with Canadian interests uppermost in the 
minds of the producers. The reason is not difficult 
to locate. The practices of the industry have been 
determined in the head offices in the United States. 
They are the predictable result of oligopolistic 
non-price competition in a setting where the enormous 
size and wealth of the market have enabled firms to 
adopt an extreme form the practice of ditferentiatvinge 
a complex product with little regard for the 
tremendous additional real cost involved. Transferred 
to Canada, these practices have had little meaning, 
but the big three could not bring themselves to 
break with this traditional market behaviour. It 
is perhaps not too surprising in view of the size 
of the Canadian domestic market that no one of then 
has contenplated designing a Canadian car. Had 


there been fewer of them this would undoubtedly 
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have happened. But it igs more difficult to explain 
why, given these sane circumstances, no long tern 
effort has been made to expand export activities 
of Canadian branches. Undoubtedly however, the 
efforts of other governments, like that of Australia, 
to compel production of automobiles (whether 
appropriate or not) has affected the prospects 
for Canadian exports. 

The policy of American-owned firs 
could not, however, have persisted in error if 
Canadian public policy had not permitted it. It 
is the Canadian tariff which has allowed the big 
three to carry on undersized and inappropriate 
manufacturing operations. A 17-1/2 per cent 
safety margin has apparently been sufficient to 
ake unnecessary the uncomfortable decision to 
break with U.S. practice.- If-it seems aifficule 
to understand why the obvious unsuitability of 
American production practices for Canada has not 
brought about a change in practice, it is I believe 
only necessary to emphasize that the risks of a 
market war aiong economic troglodytes, and in 
particular its implications for their relations 
south of the border, are much greater than the 
sacrifice of profit which results from a failure to 


rationalize the Canadian industry. 


It is ironic that the Canadian commercial 
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policy which was intended to nurture manufacturing 
industry to maturity has instead become the means 

of support for an industrial structure and practices 
which, as long as they persist, make it impossible 
for the industries to get along without protection. 

Policy Implications: The con¢elusion 
implied by the evidence I have cited and by 
the results of my studies of other Canadian manufacturing 
industries, is that any government which today 
proposes the protective tariff as the cornerstone 
of policy for Canadian economic development is 
extending to the Canadian people an invitation to 
dangerous delusion. 

The coming of the wave of European auto- 
mobile competition can do us a ‘sreateservicerif vat 
awakens Canadians and especially Canadian auto- 
mobile producers (and other manufacturers) to the 
fact that the comforts of protection iresult’ in a 
neglect of economic realities. If the Canadian 
autonobile market is henceforth to be supplied 
efficiently and if export opportunities are ever 
to be exploited, the record of recent years suggests 
that it is uore likely to happen as a response to 
the challenge of increased competition than fron 


any other cause. There is today an increased 


opportunity to build, upon the foundation of an 


expanded domestic market, industries which can 
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eventually supply distinctively Canadian products 
to the larger and livelier world markets. 

Perhaps Canada can and should soon become 
a member of a regional trading group. But whether 
or not she does, the time has come for a pol Toynor 
Gradual and preferably ceneral tariff reduction 
as a means of urging upon Canadian industry the 
adjustments it can and should make -- in the direction 
of producing more efficiently sore appropriate and 
more exportable products. If Sweden can today do 
these things with tariffs significantly lower than 
ours, it is time for Canada to turn along the same 
path. 

If it can be demonstrated, as I believe 
it can in the automobile industry, that failure to 
adjust to Canadian needs is in part traceable to the 
fact that the policy for the industry is not made 
in Canada, the compulsions of competition are 
the best means of getting Anerican head offices to 
take their Canadian operations and their Canadian 
opportunities seriously. 

If it as feared that-underm the rae@oauns 
of competition the Aierican firms would abandon 
their capital in Canada, surely the Government of 


Canada can aake it clear that it will not stand idly 


by while an industry which is well founded on 


Canadian soil is permitted to wither away. I have 
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little doubt that a statement of policy along these 
Janes is all that would we necessary to assure 
appropriate action by foreign owned firms. 

One final comnent. Problens arising from 
the structure of industry ordinarily receive less 
attention than those directly concerned with the 
aggregate level of expenditure and employment. 
Recently, however, there has been much talk of 
structural unemploynent. As an economist who 
specializes in the study of industrial organization 
I hope there will be an increasing realization that, 
although full employuent without inflation can be 
achieved by a patch-work of fiscal and monetary 
measures, it will in the future be much easier for 
an open economy like ours to employ its labour force 
if it produces goods which are conpetitive in the 
increasingly challenging world markets of the 
future. 

I would add, Mr. Cotimissioner, thatil 
have a couple of statements in addition arising fron 
the discussions earlier this week, if you wish ine 
to proceed with those, or set them aside for the 
time being. 

THE CHAIRMAN: I think I will set them 
aside for the time being. 

I an very grateful to you, as I ain to 
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3 providing ideas and stimulus to this Comission. 
4 It is very attractive to be told that we 
5 Should try and determine those industries which 


6 have relative sense and that these are the ones that 


7 should be encouraged. I am not so certain that one 
8 can identify them beforehand. AMD Pighe in 
9 supposing that Table 1 is intended to help me to 
10 identify the strong ones? 
11 PROFESSOR ENGLISH: I think to a linited 
12 extent it is. I would say that it would be much 
13 more helpful it we had  avallable, ‘and to ‘some 
al anteneyoouta make available, evidence on the breakdown 
15 of these factors. Now, in the case of automobiles, 
16 1 don't think there is much need to break it down 
17 very Wiel rurvher. 
18 THE CHAIRMAN: Could I just raise some or 
19 “ay worries and see if you can put them at rest. 
20 The first is, doés the pricing in this table first 
21 depend to some extent, and I would think to a 
29 considerable extent, on whether these industries 
23 should receive tariff protection? They may appear 
24 to be appropriate because the Government decided 
25 that they should be therefore protected. 
26 PROFESSOR ENGLISH: There 16a diiirerent 
27 anount of tariff protection for the different 
28 industries listed, and I think that would have 
29 to be taken into account in interpreting these 
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figures. 

THE CHAIRMAN: Your dates are important. 
A hurried calculation after receiving this paper 
suggested that if you compared 1958 with 1959 
instead of 1953 with 1955 the automobile would be 
in category 3, the production index of which has 
gone down from 657 to 585 and the imports index 
PHOS’ “bod ,O37. It would not only have been in 
3, it would have been in 4 and 5 if you had 
opened one up. 

PROFESSOR ENGLISH: Yes. But I think the 
point I made was a more important one than the 
general one I was trying to make, because I think 
the phnemenon of recent years has particularly 
hit the automobile industry. What I was trying to 


do was discover a moment in tine when all industries 


were the same competitively and which ones were 
relatively advantaged; and in the period 1953 to 


1955 we had a normal boom period, if that can 


be called normal, somewhat related to the late 


1920's, whereas in 1958 to 1959 we have some 


effect of recession, and we have a special 


ohenoneimon in the automobile industry which 


wouldn't apply to the other industries. So 


you couldn't make a good comparison between 


automobiles and the other categories on the basis 


of the 1958 to 1959 period. 
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THE CHAIRMAN: It would depend on what 
period wow used, LG “geteraelattis worrying. Any 
further views you have or any further development 
of this, further defence of this as an index by which 
one can sort out the industries according to whether 
they are appropriate or not is, of course, highly 
relevant. We should not try and go too strongly 
against comparative costs. 
You refer to the items under category 1 
as Showing a relatively high homogeneity of product, 
and you say that in spite of the varieites in 
automobiles you treat it as a homogenous product. 
PROFESSOR ENGLISH: Relative to the 
other categories. 
THE CHAIRMAN: This industry isn't an industry 
which produces a car as the farmers grow wheat; 
it is a matter of producing an extraordinary variety 
of parts and components which ultimately get assembled 
inpo 2 car, Isn't it incredibly heterogenous! 
PROFESSOR ENGLISH: Yes, in that context. 
But the contrast I was trying to draw here is the contras 
in a product which, in the case of automobiles, is 
a consumer good used right across the country as 
compared to, say, the products in chemicals and 
other iron and steel. When you come to comparison 
between aut-1obiles and electrical appliances it is 


something different, but I think on an equal relative 


' , : Oe 7 7 - 
ti ¢ i" : 
o eo j ¢ 
' Pr ‘ph fy i. m2 M4 : 
\! is 
hl 7 Cs Te eo 


* (RAS cat ycow efddt rte deg 6 FPO sbeay noy botreg | 
Treimolsveb wei ys 7 evel woe eweby! sedday 


» 
ed 


| Abate Yt xebat-ns ag att’ io eonsteh versa? yatite to . 


torts od sathedaes selutebbnt sid advo F308 NSD ene ; 


4 


CS seine io >, ab Jon to. ste haqonqys ols 


whee 


(igrorts: oot ws “bmp eu toa biworle.. o¥ -dnevellen - 

Let200 svisaisqnoo Janlens 

I GuGeeeso whew enest wad oF 198s woY : 

T, oLbone iO Ylhsrenonvos. death ylavidelsx 4 wsitwoda a3 

Sf aetiabisy srl! %6 3208 th ged ¥s8 HOY, bets F 


Sobhou avonestMed 2 Bb dt veo voy eel idonotue i 


"It OF svigefsh *RALIOW’ TOBESIOKF 


-Col yoyste5 raizte 
eidepthe nar tnt esteubet SiAT ‘MAMALTAHD SAT 


7B ert 


ote WOTD Srerwel aie se wes Ss Bsoubord Godew 
{9 OLGey) Yterihtosatxs he art ovbO td ‘to astdem eae st i 
Ozivneses Isp _Uladanttin dobiv e3 toMOTMOD’ Bris siuisg ” 
Tsvorygoreten Yidlbawnt FF T'nel «189 8 Ott 
Savino Sait nt sey Weta RELI TON 
Stat wadh of S252 agw I dasttaoo att sug 
eehtdatiotnms te aney side oldw soubor 28, wh 
28 von of? eyoedE gauin SEM boo TeMweAND = 
)  e@Levicods a -Touboug- ete .yfe..o2 bermsqe O5 
AC AIEGS Oo OF Shs wey red _»29672 brs “1ored suet) 
| BL ah anover fedes Lapiagseale mig Bolidou “TWA reeawdsd 


| Sirid= leq Léilp? 22 to MALAD TF Sod ates tlh Sabet pee 


bv 


29 


30 


ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO 


- 637 = 


basis the high index can be traced very definitely 
to the frequency of introduction of new products, 
because in the arly Stage of development of the 
products in this category especially there is a 

very high share, ~This will influence -- since there 
seems to be twice the new products coming out, 

this will cause the imports index for this group 

to be different as between automobiles and electrical 
apparatus, which is largely explainable in these 


terns. 
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THE CHALRMAN: To go back to your early 
data, you think that 1953 was a period when Europe 
had scarcely sot back to the export narkets and 
therefore would really -- 

PROFESSOR ENGLISH: I agree that that is 
very true. 

THE CHAIRMAN: And not, therefore, a very 
good thing to choose for this particular industry , 
and I would have thought for a lot of others. 

PROFESSOR ENGLISH: The position I feel 
I should take there is that the important thing 
for me was that the sane conditions prevailed for 
all industries, and with the coning of European and 
Japanese and other competition we have much -aore, 
as I believe I emphasized all the way through, 


much more competition coming up and I believe that 


affects the relative picture amongst those industries. 


In fact, it just accentuates the point 
that we must choose carefully to avoid carrying 
on indefinitely those which have an extremely high 
labour. content, if we,. are coiling, to sr cialize., 

THE CHAIRMAN: You say it is no longer 
valid, the size of the Canadian market as a 
necessary limitation, and do you think the Canadian 
market is not. now big enough, say, in volune. or 
do you think it is a disadvantage to us to be 


confined to the Canadian market now? On page 4 you 
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2 refer to that. 

4 PROFESSOR ENGLISH: No, I wouldn't go that 
5 Dero We think the change that has occurred is 

6 the tripling of the Canadian narlcet between the late 


% 1920's and the Md-=L950! 848 that that sisi significant 


8 change, a very Significant change and it enables 


9 us now in the markets for many manufacturers to 


10 have a sufficient basis here on which to build a 


11 Specialized manufacturing industry, which I hope 

12 will also enjoy exports. 

13 THE CHAIRMAN: When you are applying this 
14 to the automobile industry you refer to the 

15 economical size of operation of 100,000. We ein hs 

16 of course, is assenbled? 

17 PROFESSOR ENGLISH: Yes, but ny feeling 
18 would be that if your automobile is a homogeneous 
19 enough product, more so than it is now, then the 

20 parts manufacturer would be on a large basis. 

D4 THE CHAIRMAN: This would still sive 

29 many of the parts manufacturers low volume as 

23 compared to what is possible in the other sarkets? 
24 PROFESSOR ENGLISH: JI an sure there 

25 would be sone more occasionally. 

26 THE CHAIRMAN: But would it be enough? 

27. PROFESSOR ENGLISH: Well, can I mention 
28 a few specific facts which have come to my attention; 
29 one from yesterday's discussion and one from some 
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reading which I have been doing. 

The first point is that-Z may have mis- 
interpreted the representation of the parts manu- 
facturer yesterday, but I understood hin to say 
that a relatively large warket for parts would be 
one in which 50,000 would be disposed of, that would 
be produced. Now, it seems to me that the reason 
why we cannot manage on 50,000 is not because our 
Canadian market isn't big enough, it is because 
of the variety of products we are trying to produce 
in the automobile industry. 15,000 is not a large 
ficure. 

THE CIAIRMAN: It is not nearly large 
enough to get real econony. 

PROFESSOR ENGLISH: His point was 
that this was about as inuch -- if we had a 
50,000 market -- 

THE CHAIRMAN: Things wouldn't be as 
bad because he is still relying onshisiprotection, 
and you want hin to have free trade? 

PROFESSOR ENGLISH: Well, LI am not quite 
suggesting free trade; my policy proposal in 
general is a 10 per eent tariff, visa vis 
American goods, and in return for the saine con- 
sideration on their part. I did not bring that 
in here because it is not particularly applied 


to the automobile industry, although it would 


affect it. 
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3 THE CHAIRMAN: Let us go on with this 

4 business. As I say, I think you are under-rating 


5 the disadvantage of the size of the market by the 


6 Way -You are ‘trying to “avoid the disadvantage by 


"| a intuch higher degree of standardization which you 
8 refer to as rationalization. This is a renewal 
9 of a word that used to be popular in the late 

10 twenties, a clever word, when they said who could 
11 pe aeainst such - 4 rational thing as rationalization? 
12 How do you rationalize? You say we must do it 

13 and you haven't really told me how we can do it. 
14 PROFESSOR ENGLISH: I should think 

15 that the main process would be by a decision of 
16 the automobile producers to produce some Canadian 
17 cars. I don't mean necessarily something that is 
18 very elementary and uninteresting; it could be a 
19 Lairly attractive car and one With, let us sa... 
20 amore attrective exterior. 

21 THE CHAIRMAN: Why do you think they 
22 haven't done it, because they are stupid and have 
23 some sort of an anti-Canadian bias, that they 

24 don't want to give us what Canadians want, so 

25 if it is something they can do themselves and it 
26 would be profitable to do, why haven't they done 
a7 aly vies 

28 PROFESSOR ENGLISH: I tried to make a 
29 statement which I think has a bearing on that in 
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the submission, and at the risk of repeating myself 
I will go into it again, and I admit it is stated 
in rather brief form. However, my feeling is that 
essentially the question of comparative advantages —__ 
and not in the international trade sense -- could 
have two alternatives; the alternative of breaking 
With U.o. practice and Setting up @ distinc rly 
Canadian kind of industry, and the advantage in 
profits efficiency which this would bring then, 
and this is set against the danger that unless 

all three agreed to do it -- if no one set out 

to do it it would bring about a market war 

between them, and this would have implications 


not only for the Canadian operation but also 


for the Anerican. 
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THE CHAIRMAN: 
a committee in which you 
tration of the combines, 


your colleague? 


PROFESSOR ENGLISH: 


the new legislation, 


THE CHAIRMAN: 


= Glia 


You are appearing for 


argue for stronger adninis- 


are you not, or was that 


I argued against 


if that is what you mean. 


But you would gladly 


introduce some provision that would enable the 


five companies to get together and agree on 


Paviaonalization of views? 


PROFESSOR ENGLISH: 


I think that anyone 


who is interested in competition would be happy to 


see a reduction of tariffsias theyprincipalscoos 


for achieving the kind of competition which we 


want. 


THE CHAIRMAN: 


to rao tonal. aer 


PROFESSOR ENGLISH: 


But you are forcing them 


And I havenbeen,«1 


think, told in almost so many words that at least 


some of the people would be happy to see this sort 


of thing come about. 


THE CHAIRMAN: 


Bue yoursaig; your see, 


that you want these three or these five to agree to 


reduce odels, and that is why I mention it, but 


they can't agree. 


PROFESSOR ENGLISH: 


With apologies, I 


don't really think I said it in so many words that 


I wanted them to get together. 
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THE CHAIRMAN: How do they come to do 
it if they don't get together? 

PROFESSOR ENGLISH: I think that each one 
of then would be compelled to come to the saie 
decision having regard to the profitability and 
efficiencies of their operations. 

THE CHAIRMAN: They are already subjected 
to competition and they have been subjected to this 
competition. You speak about tariffs, but don't 
forget the free entry of English cars under 
conditions that would really almost subsidize 
imports. 

PROFESSOR ENGLISH: I am certainly very 
happy, as I indicated, for the effect of European 
coripetition on Canadian industry. However, I 
suspect it is not going to be enough by itself. 

THE CHAIRMAN: You said, suppose you were 
introducing too many models and too many of this 
and that, and so on, too many fins and model 
changes, and then you introduced one other point 
and I think this has a lot to do with what you are 
presenting to we, and you begin with too any 


firms. Is it really your view that to withdraw 
production or reduce it would eliininate three of 


the present five firms, and then the other two 


could probably rationalize? 


PROFESSOR ENGLISH: Well, that is a point 
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1 
2 
: which I think I should answer very carefully 
: because I don't want to give the wrong inpression, 
as it effects several of the points which I have 
made. 
6 
; Paeeel Pars somtall from a historical 
3 perspective, that it would have been better if there 
: had not been so any firms. I feel the fact that 
a therelare too many firms is; however, only one of the 
factors which causes the existing structure and 
® behaviour of the automobile industry to be as it 
a is, and because of the increasing size of the 
rr Canadian market I ain not at all certain that it 
a would be necessary to reduce the number of firms 
ie in order to achieve the kind of adjustment which 
e i an talking abews. I think that that is one 
es possible result. If it should happen, it seems 
fs to ne that it would not certainly need to affect 
- the volume of employment in the industry, because 
the firms who were surviving wight well grow 
a with those who had to go out, so on those several 
i counts I don't feel that it is a key point. 
% THE CHAIRMAN: fihadilan -feelinetyou 
4 really hoped they would and that it «aight have 
fe been better to reduce them to one and then you 
zi would have a rationalized industry. 
i PROFESSOR ENGLISH: If it were necessary 
oe to do it that way, I don't think we should hesitate 
29 
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for a period of time, but I don't think it is 
necessary. 

THE CHAIRMAN: Now, can we have a go at 
the Volvo. As yet I have found out very Tittle: 
When did the Volvo develop? 

PROFESSOR ENGLISH: In 1920. 

THE CHAIRMAN: When did it begin to become 
an iaportant item on the xarl-et? 

PROFESSOR ENGLISH: It only becane 
Lportant in the post-war period. 

THE CHAIRMAN: What tariff protection 
did it have? 

PROFESSOR ENGLISH: I an not sure what 
it had at its foundines, bus Tis "ow 15 per cent. 

THE CHAIRMAN: I suppose one would not 
only have to find out what tariff protection it 
had, but what difficulties there were in supplying 
from other countries, what embargoes, what currency 
restrictions, and so on, and my guess is’ that we 
would find onan tene Volvo -- which so vany 
Canadians feel is a great achievement -- was 
achieved by rather high production and by the 
avoidance of the conpetition from outside. 

PROFESSOR ENGLISH: All I can say is that 
now and for the last five years it has -- the 
first point is even the more important one -- 


it seems to se that the vast majority of the 
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Swedish market has been supplied by foreign 
automobiles, and if there were restrictions on 

tme import, of foreign automobiles they haven't 

been very effective, at least for the last: five or 
Six years. I have here the registrations in 
Sweden, and I think that this “ay go back far enoug 
that we could detect whether it is recent or not, 
but I would say, unless you are anxious to push it 
further, that in the last five years Volvo's 

darket in Sweden has been increasing from less than 
® per cent to now about 23 or 2k per cent of the 
whole Swedish market. This must mean that foreign 
cars have been able to cove in. 

THE CHAIRMAN: AU this early stare of 
development, that is a difficult one. Could I ask 
you another thing about the Volvo because I get 
conflicting information; it has been Suggested to 
ae that Volvo, with relatively small volume pro- 
duction, is economical because it relies on largely 
British components which are, of course, produced 
in very large quantities and for a much bigger 
automobile market. Is this true? 

PROFESSOR ENGLISH: Well, I would think 
that it is not a very iinportant point, because 

he Swedish content of the Volvo is 85 per cent 
of the value of it. There is. only 15 ver Gent == 


THE CHAIRMAN: How long has that been true? 
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PROFESSOR ENGLISH: T aa not sure about 
that; it was true in 1958, apparently, because that 


is the source, 
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1 THE CHAIRMAN: That is one I will have 

D to follow up Somehow, because I got completely 

3 different information on that. May I draw your 

4 attention to these final remarks of yours: 

5 ‘If it is feared that under the rigours 
6 of competitinn the American firms 

, would abandon their capital in Canada, 
8 Surely the Government of Canada can 

9 make it clear that it will not stand 

10 idly by while an industry which is 

11 well founded on Canadian soil is 

12 permitted to wither away. I have 

13 little doubt that a statement of policy 
14 along these lines is all that would 

15 be necessary to assure appropriate 

16 action by foreign-owned firms." 

17 What statement of policy could there be 
18 other than that we will raise the tariff? How 

19 are you going to stop its withering away? 

20 PROFESSOR ENGLISH: There are many ways 
1 for a policy to serve this purpose. To mention 

2 the most extreme, I would say that the Canadian 

93 government -- if it were necessary to go this tan 
24 and I do not think it really is -- should be 

25 prepared to promise that it will operate the 

6 automobile industry itself. 

7 THE CHAIRMAN: Exactly. This is the point 
28 I dealt with this morning with another man. I 

29 find it incredibly hard to believe that the Canadian 
30 
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Government could operate these more profitably 
than their present American owners,and I am not 
Sure that Mr. Fleming is prepared to meet the 
deniei tec 

PROFESSOR ENGLISH: I would say this, that 
I have, as a result of having studied both private 
and public enterprises to some extent, although 
I have a long way to g0 before I feel TI have any 
adequate appreciation of the difficulties involved 
in this comparison, never been able to find any 
necessary reason or any convincng evidence why one 
enterprise should be less or more efficient than 
the other. Therefore, if we are thinking of the 
Canadian automobile industry as being potentially 
operated by a private or a public concern, then I 
think the only important reason why the Canadian 
government can do better is because it is at least 
thinking in terms of Canadian conditions and 
Canadian opportunities, and this is the complaint 
that I am compelled to voice because of the evidence 
of what other people can do and what we have not 
done when we could have been doing it. 

I know, and you probably are aware, of 
the fact that I have often spoken against the 
position of anti-Americanism, and I hope what I 
have to say has no element of that in it. In fact, 
I strongly oppose most of the arguments that are 
put forward by people like, I might say, Mr. Coyne 


to the effect that we snould be more Canadian and 
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that we should somehow Canadianize our industry, 


but when I find in specific instances -- and this 
: is the way I wish my position to be put.-- that 
; what American owners have done is totally, or very 
: largely, unsuited to Canadian conditions and 
Canadian opportunities then I think that should be 
; Said, too, and I feel that we should use a policy 
boldly, and .not. just, talk,.if we have tol. ba 
: achieve a more desirable end. I do not think it 
‘ would matter nearly so much if there were not 
= really considerable opportunities in our 
‘“ manufacturing industries. If we had nowhere to 
- go it would not matter, but I think we do have 
" Somewhere to go. 
14 
THE CHAIRMAN: What you have no doubt 
. noticed is that various proposals have been 
‘3 made and discussed for some sort of common 
- market. Have you any views on either the 
. possibility or advisability of exploring and 
f developing some common market arrangements with 
a this industry? 
PROFESSOR ENGLISH: For this industry 
22 
alone? 
23 
THE CHAIRMAN: Well, I happen to be 
. concerned with this industry, but as you said 
= earlier what is suggested for this and what is done 
‘ for this is likely to have repercussions on 
4 other industries. 
eS PROFESSOR ENGLISH: As I said at one point 
29 
__30 
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my brief, we may soon have to make a decision 

along these lines in order to keep up in the 
competitive race internationally, and as I 

indicated, I think, we are more and more coming 

to the position where we can make such a choice 
without seriously injuring our capacity to compete -- 


in fact, quite the opposite. Such a decision 


might help our @pacity to compete. 

I think that this sort of decision is 
very much shot through with political problems, 
particularly a decision involving integration with 
the United States either on a general basis or on 
a Specific industry basis, and perhaps an 
economist ought not to say much about these, 

I will say this much, however, that I think the 
chances of getting into some kind of a scheme of 


this sort with the United States seem very much 


more politically plausible than any of the other 


ones which have been proposed, including the | 
North Atlantic suggestion. That sounds exceliént, 
butn DP yustadoanotr sees iteas a politically 
viable suggestion, to use a most popular current | 
word, 

Of course, any economist should be 
attracted by the opportunities for two-way trade 
such aS would emerge, we hope, from this kind of 


arrangement. If you do it for one industry you 


run the risk of being charged with causing allocation 


effects of a particular kind, whereas it should be 
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other industries that should get the principal 
nod. There is this danger. However, if the 
industry is, as I think this one is. one, of the 
better industries for Canada to develop then it is 
not So serious to give it the Special advantage 
as it would be if you were going to give a 
Special advantage to an industry which was less 
promising. 

That is the background upon which I would 
approach any proposal for specific integration. 
I think, to examine such proposals such as 
Mr. Keenleyside's, and the other version of it 
which has been discussed this week, would take 
a great deal more study on my partecra? wouldsbe 
interested in making that study, but I do not think 
at this point I would be capable of giving a 
discussion oni at. 

THE CHAIRMAN: I would like to say this to 
you, Professor English; without asking you to 
make a study, I would say I would be most grateful 
if in the course of the next week or so you would 
add to this presentation a short statement of the 
kind of questions that have to be explored in order 
to make a reasonable decision on this. I think 
that would be a very valuable contribution to my 
group before we go into further discussion, 
particularly in the United States. If you could 
do that I would be most grateful, and I think you 


would be doing a public service. 
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PROFESSOR ENGLISH: Very well. 


1 

as THE CHAIRMAN: I would like to thank you 
: very much indeed for, as I said earlier, devoting 
d your time and energy to this. It has been 

: Stimulating for me, and for us. TI think iam 

i inclined to say that I am rather glad that I was 
; the examiner rather than having to appear before 

you. 

8 

, PROFESSOR ENGLISH: Thank you very much. 
~ THE CHAIRMAN: Before these hearings 

Hi close I would like to say just a word to the 

s gentlemen of the press. I would like to express 
i my thanks for the very effective coverage which 
Y has shown, I think, a very high degree of under- 
x Standing. I would like to say that I shall be 

fe Studying clippings from all over the country as 
: one of the ways of testing the views of the 

ie country, or the reception of some of these ideas 
i in the country. 

Me Then, I should add as a very personal note, 
a that it will be a great relief for me to withdraw 
a from this room and to be no longer operat ing 

7 under the bright light of press publicity. 

a These hearings are now completed, 
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